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F 
Confidential 


FROM FOREIGN OFFICE TO TOKYO 


No. 311 


30th May, 1950 D. 2.0 p.m. 30th May, 1950 


CONFIDENTIAL 
DRIVE 
fe [G\ Your telegram No. 109 Remac [Kailan Mining 


Administration Coal]. 


Karly stages of negotiations may well show that 
it would be advantageous to us all to agree to transfer 
(though of a lesser amount, free to be spent in ster- 
ling area or permitted third countries). We do not 
at this stage wish to debar Pryor from discussion. 


Vv ees Your telegram No. 337, paragraph 2, last 
sentence. We object to shipping discrimination of 


% 


this nature, even when it is in our favour. 


8888 


Telegrams marked CYPHER (TYPEX) must first be paraphrased if communicated 
to persons outside British or United States Government Services ; telegrams marked 


i 
CYPHER (SIMPLEX) should be paraphrased where possible. 


‘ - 
® Any telegraphic retransmission of a cypher telegram marked other than 0O.T.P. 
must be in a One Time System. 


Inward Telegram to Commonwealth Relations Office 


® 


MIC (IV) Dupr. 


CYP! 
FROM: U.K. HIGH COM 


D. Colombo 13.40 hours, 
Re 10.38 hours, 29 tk 
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My telegram No. 369 and your No. 4i8n7 


: Ceylon authorities anxious for early information 
about resumption of negotiations. 


Copy to:-— D.II 
C. R, Oy Mre ordon 
Treasury Mre F. Milner 
Mre oO. Henley 
Mr. J.H. Martin (4) 
Miss S.D. Wingate 
- . Cablegram Section (10) 
Foreign Office Mre F.H. Crowther 
Colonial Office Mre DH. Rosser 


Notliws 
SU Oe ote y 
Smith thar Gin fupune of R43, 81 
ape tora tm Oe 


$252 % > 
meee re came see la ne ce 


background of an indirect dollar liability), 

but whilst we curselves can see no solution other 
than that which we suggest we should be very willing 
to consider any other way out of the difficulty 
which 5.C.AeP. or other participants may sugrest. 
Be The question of the cotton textile element 

in the Golconial requirements has becn discussed by 
Ministers, but will heave to be submitted to the 
Economic Policy Gomittee when the Colonial office 
have obtained further informetion from the Golonies 
about their expectation of supplies from sources 
other than Japan. The cotton textile element in 
the figures given in the subuission amounts to 
£22.9 million, whilst the Board of Trade consider 
£18.5 million would be edaquete, and the final 
éeoision may be snywhere. between these two limits. 
Pending a decision by the Sconomic Policy Committee 
you should use & provisional figure of £20 million 
ie@e the Figure for the U.K, and the Colonies’ 
require ents should, for the time being, be 
£40,535,000 instead of £439435,000. 


he Ministers do net consider that the submission 


makes a& much of our case on oil as could and. 


should be made, They feel that whilst itemisation 
in generel should be avoided we should argue 
strongly for the inclusion of ofl in the estimates 
of vhat S.C.AP. would take from we. 

5 You will have seen our Srive 296 giving the 
South African’s statenent about the conditiong on 
which they would be able to participate. Aa the 
Seuth African Government cannot undertake to 
observe eny given allocation of purchasing power 
they cannot strictly speaking be participants. 

A good deal depends, however, on the views taken 
by other participants and, of course, by SeGsAcPes 


and we think that it would be usefvl, in any case, 


Copy to Mr. Rosser, Colonial Office 
COMMONWEALTH RELATIONS OFFICE, 


Ls 


DOWNING STREST. Ms - 
$ 


25th May, 19506 


Dear Milner, 


ee 


ft enclese the Graft of a telegram to the five 
Gesmonvealth Govermmente concerned based on the submuiesic 
te the Minieter of State for ‘conemic \Ffairee 


Ye think that 14 would be more convenient to deal 
with the position of Seuth Africa in a separate Me saage 
and there is in any case not the came urgency about 
thie probleme 


Youwll sce that we have suggested Sth June 4s the 
opening dete for Giecussions in order te give sane time 
for replies to our telograiie 


Se are anxious to deapatech the telegram by midday 
on Pridey an@ we should be greteful for any caments 
before theme 


I em sending copies of the Graft to Henley, Nosecr, 
Wise Wingate, Crewther and Haebwrne 


Yours sincerely, 


(Sgd.) 4. M. DUTTON 


P. MILNER, ESQey 
Lass = % 3 s 
frzasiorg SUPPLIES 
1 4 JUN 1958 
REGISTRY | 
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Provision. in 
availabilities 
well be the 
Participants 

bce cnablcd to us 
to finance deficit 
representatives of 


be Laced 


Solutions as we see 


(a) Total trade between participants 


be allowed to 


a7 
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effects mentioned 


An 


by some such other means as 


an 


with 


surplus with Participants in 
rticipants 
ith very: difficult problem. 


on ee 


UNeti 


refiain unbalanced to 


cified extent 


cceptable p 


SCAP will therefore be 
om Participants at 
yot know if SC.AL 
pre lininsary 
‘his estimated purchsses 
lovel of only £54 million, 
ESL mad. 


unwilling to purchas 


n grounds that he 


order 


with Non-Participants, 


at negotiations will 
Possible 

re as follows:- 

and SCaP might 
some 
provided that this would not 


in paragraph 2 above. 


de might be achieved 


oLerhy. OL Ure 


direct agreement 


SCAP by which he would undertake to limit 


/nis 


resort be 
Q rate cut in their 
mes, 
« decision between these various solutions must Gl 
receive further considersti by participating 
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IPELOLTES 


JI purchasing 


plaice existing clause 


It which embodics an 


obligstion of either side to match purchases up 


to any level. 


7 (Pian 


should avoid detailed itemisation of trade 
f trade schedules, but it will be 
istablish a fairly detailed 
trade, particularly if provision 


trade in desirable goods as well 


give anything in return. 
ourselves 


more than 


telegram will be sent bout 


ULOn oF pouth Arrica. 
6. we have outlined our brief fully so 
Commonwealth Governments may appreciate tl 
difficulties we are up against. 
hav 6 


any comments which other Participants may 


proposed. We are however, as other Participants will 


be, anxious that negotiations with SCAP should 


St E “ 1G G 


a 


aS soon as possible and we suggest that unless there is 
substantial difference of opinion, negotiations with 
an 


oCaP Might start on 5th June. ve Should be 


grateful for a very early reply to this telegram. 
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MITSSIONER FOR INDIA 


The Trade Comaissioner, 
India House, 
Aldwych, London "0.2. 


Ref, Ty19-2—5 20th May, 1950 


Dear Dutton, 


This is to confirm our telephone conversation yesterday 
afternoon, when I informed you that we have received a 
cable from the Goverment of India advising us that they 
have since re-examined and stepped up our export and import 
estimates of trade with Janan for 1950/51 and that our inport 
requirements on the revised basis, are now estimated at 
£10,009 ,909. 


Yours sincerely, 


Sgd.e Ket. Nair 


| 7 LF te godt 
FM Cosh ce 


CENTRAL RAYON OFFICE LTD. 
YD » 


@....... TEL.: CENTRAL 3777 (3 Lines) 
SIR WIMMMAM PALMER, K.B.E., c.5. BRIDGEWATER HOUSE, 


DIRECTORS: 
A. D. CARMICHAEL F,. HOPKINSON, F.T.I 


Pp. J GRATWICK R w PENNINGTON af ae ne 
HOR HARRISON | curser, LGLA/DP. MANCHESTER, 1. 


% YOUR REF 


26th May, 1950. 


D.H. Rosser, Esq., 

The Colonial Office, 
Sanctuary Buildings, 
Great Smith Street, 


LONDON. S.W. 1. SUPPLIES 
5 OMAY 1850 
REGISTRY 


Dear Rosser, 


Japan/Sterling Area Trade 


Arrangement 1950/51. 


I understand that the talks concerning the above began in 
Tokyo on Monday 22nd instant and Harrison and I would be very much 
obliged if you can let us know if any date has been suggested as 
likely for the announcement of the terms of the new arrangement for 
next year. I recollect your telling me when we called on you on 
llth ultimo that you expected the matter to be completed in good 
time this year, i.e. before 30th June. Does the fact that the telks 
started on 22nd instant enable you still to hold to that view? 


With kind regards from Harrison and myself. 
a 


Yours 


OUTWARD TELEGRAM 


@ cypher/orp O.N.C, DISTRIBUTION 
Confidential 


FROM FORSIGY OFFICE TO TOKYO 


———. en 


No, 306 
26th May, 1950, D: 5.50 p.m, 27th May, 1950, 


CONFIDENTIAL 
DRIVE 

Addressed to Tokyo telegram No. 306 of 26th May 
Repeated for information Saving to Weshington. 9301 


Agbp My immediately preceding telegran, 
& - 


[Negotiations with Supreme Coumander Allied Powers 
(Ss Ope Cae ) 1. 


Extracts from submission are as follows:~ 


Main points. General. 

1, In principle we should, of course, wish to put our 
trade with S.C.2.P. on a normal basis and therefore permit 
the maximum amount of freedom in his use of sterling; there 
is, indeed, no other country with whom we seek to ensure 
that sterling is spent only in certain parts of the Sterling 
Area, In the case of Japan, the attainment of this objective 
is seriously complicated by $.C...P.'s large demand for sterling 
area foodstuffs and raw meterials from both participants and 
non-participents; this demand may cause the Sterling Area 
to lose supplies which it cannot afford to lose, Given 
the demand for essential Jepanese goods by the participants 
we must inevitably expect that 5.C.i.P. will want substantial 
quantities of scarce food md rew meterials from them in 
return, Such an exchange of equivalents would be fully 
justified. S.C.A.P. is also entitied to buy from the non~ 
participants up to the limit cf his seles to them end will 
certainly try to increase these as much as possible. What 
we must endeavour to avoid is thet $.C.\.P. should be able 
either 

(a) to inflate his purchesing power among participants 

by .selling to them less-essential goods; or 

(b).to use eny surplus earned from oarticipants to 

inflate his ovurcheses of scarce commodities from 
other non-vert i 


We consider / 


CONFIDENTIAL ® i 


Foreign Office telegram No. 306 to Tokyo 
re en 


We consider that the whole problem of $.C.i.P.'s purchases 

in the Sterling Area end its long-term implications needs 
separate study. At this stage weom@n only put forwerd positive 
proposals when our negotistors have obtained full information 
of what $.C.4.P.'s intentions are in 1950/51. 


Participants' essential requircments 


2. (i)(For the figures see paragraph 4 of the telegran 
to other perticipsnts, in which, however, we have 
not modified the figure for United Kingdom and the 
Colonies to take account of the factors referred 
to in*peragreph 3 of my immediately preceding 
telegram, Lingenen is fully aware of the issue 
arising on Coloniel requirements of cotton), 


(14) The figure. for South Africe is st present no 
more then a formal estimate. There is some 
evidence thet South Africen purchases fron 
Japan may be considerable, and the South 
African import licensing system as at present 
administered is such that imports from any 
particuler country cennot be controlled. It 
might be ergued thet if South Africa cannot 
enforce the observance of allocation of purchesing 
power she camnot quelify as a participant and 
should be trested as a non-participant. This 
would not, however, prevent large purchases by 
South &frice which would provide S.C.A.P. with 
sterling for excessive purchases of foodstuffs, 
We heve recently expleined the issue fully to the 
South African Governucnt and invited them to 
consider whether they can suggest any solution, end 
are now awaiting their reply. We cannot, however, 
put pressure upon the South Africans as their 
import system was esteblished on lines discussed 
with us, and we elreedy earn gold from them in 
respect of their essential imports. We shall 
probably, therefore, heve to put up with this 
uncertainty, which affects the Sterling Area 
balance of payments with Jepan whether or not 


South Africa / 


OUTWARD TELEGRAM 
CONFIDENTIAL 
Foxelen Office telegram No, 306 to Tokyo 
ey Be 


South Africa is treeted as a participant. (See 
paregreph 6 of my immcdietcly preceding telegram), 
Subject to a decision on the Colonial figure 

end to.the outcome of our approach to South 
Africa, these are the figures wich our 


negotietors would hsve to present in Tokyo and 
to examine egainst §.C.A1.F.'s estimates of 
aveilebilities, (As regards the Colonial figure 
end South Africa sce ny immediately preceding 
telegram), 


Negotiation of the Trade Arrangement 


5, We consider that it would be reasonable for our 
negotiators to take the line initially thet S.C.A.P. 

should balance his trade with participants. This has 

been the basis of previous arrangements end we suggest 

thet our negotietors should emphasise both to other 
participants and 5.C.A.F. that imbalance for the purpose 
of enabling $.C.4.P. to make additional purchases of 
foodstuffs from non-participents would be contrery to the 
interests of the Sterling Arca as a wholes our negotiators 
should also point out thot we understend thet the major 
non-perticipants, Burme end Pekisten, aim at echieving 

@ bilateral balence with Japan (although this argument’ 

is not particularly strong in that whilst Burma and 
Pakistan are aiming at evoiding a deficit they might not 
regard a surplus es unwelcome). If it should prove 
impossible to resch agreement with S.C.A.P. on this issue 
our negotiators would have to report the full position to 
us and we should heve to consider the alternativesset 

out. in the leter part of persgraph 4 of the telegram to 
other perticipants), The Committee do not feel that 

these alternatives cen be considered until our negotiators 
are able to give us figures showing the size of the gap, 
The Commonwealth Reletions Office, however, wish to express 
forthwith their view that there should be no suggestion 

of a cut in participants! purchices unless His Majesty's 
Government is prepared to demonstrate that an imbalance at 
a level sufficient to ensble *he vurchases to be made could 
have the serious effect envisaged on the availability 


of scarce / 


CONFI Di ; 4 
Foreign Office telegram re 506 to Tokyo 
=) aber 


of scarce foodstuffs end raw materials within the Sterling 8 
Area. 


Trade in less essenticls 


4, If it should be possible to reech agreements with 
5.C.4.P. on a satisfactory exchange of essentials there 
would be no reason why we should not be prepared to consider, 
on e reciprocal basis, additionel trede in goods which, 
though not essential, ere regarded as desirable. This 
would have the advantage of thie gag? trade between S.C.A.P. 
end the participants, but we should expect to have a 
satisfactory arrangernent under which S.C.A.P. would not be 
able to earn additional ebegiane for use in the purchase of 
additional foodstuffs either from participants or non- 
participants. 


The present obligation to metch purchases 


5, The present Trede Arrangement provides that 8.C.A.P 
and the participants will spend on imports the full amount 


of their earnings on exports, except to the extent that 
diversion of purchasing power is agreed, This constitutes 

en obligation (for which there is no parellel in any other 
bilateral negotiations) to match S.C.A.P.'s purchases re- 
gerdless of their character or volume; we could be required 

to make purchases, even purchases of less essentials, to ‘match 
S.C.A.P.'s purchases of e.g,.scearce foodstuffs from participants. 
The requirement is, moreover, one which the participants cannot 
strictly comply with now thet an increasing volume of their 
trade is on private accounts it is also excessively rigid. 

We therefore suggest that we should invite S.C.A.P. to 
substitute a formula ° effect that both parties should 

use their best ee ) facilitate trade at least up 

to the level set ovt in Trade Arrangement, 


Trade schedules 


6, In the 1948/49 Arrangement we had deteiled schedules 
and would heve followed this precedent in 1949/50 but for 
devaluation, which introduced uncertainties about prices and 
made detailed schedules impossible, We wmderstand that 


S.C.A.P. and / 


OUTWARD TELEGRAM 
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@...ien oftice telegram No, 506 to Tokyo 
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S.C.A.F. md at least one of the uajor participants will 

press for detailed schedules for 1950/51. The danger of 

doing this, however, in present circumstances, is that to 

adopt trade schedules in any binding form for 1950/51 would 

be liable to lead ® misunderstandings in the course of the 

trade year and would be unrealistic in view of the uncertainties 
inevitably attached to Japan's economic condition, It is, 
neverthcless, desirable that » fairly deteiled pattern of 

trade should, in fact, be established for the following 
reasons:- 


(i) if » higher volume of trade can be agreed global 
targets expressed in money are om exceedingly 
Wnsatisfact basis for commitnents, however 
tenuous; 


it is desirable, cspecially if wc move outside the 
field of essentials, thet we should be able to 
point to particuler items in respect of which the 
expectations entertained at the time of making 

the arrangenent are failing to be fulfilled. 


7. Convertibility obligations We do not consider that. 
in the forthcoming negotistions we should e the initiative 

and suggest either that S.C.4.P>. should increase his working 
balance or forgo entirely his convertibility rights, So 

long as General MecArthur remeins in Japan we feel sure that 

he will prefer to use sterling rather then to exercise his 

rights of convertibility, Indeed, that convertibility will 

have to lepse if S.C.1.P‘s sterling is transferred to the 

Japanese authorities; he is at present transferring it under 

a Power of Attorney to the Japanese Forcign Exchange Control 

Board (F.B.C.B.) and if he should hand over the title of the 
sterling to F.E.C.B. outright we should certeinly decline to allow 
F.E.C.B. to inherit any of §.C.1.P's convertibility rights, It-is 
clear, in any case, that eshington would not be likely to 

concur in the complete removal of convertibility rights wiless 
5.C.4.F. were tO raise the issue on his own initiative. If; 

in the forthcoming negotictions, 5.C.1.r. should offer 

to forgo convertibility we should certainly accept the offer, 

but we should not be prepsered to make eny concession in return, 


Similarly if / 


CONFIDENTIAL 


Foreign Office telegram No, 306 to Tokyo 
de Bye 


Similarly if 8.C.A.P, should be prepared to modify his 
convertibility rights by increasing his working belance it 
would be because he feels that he necds the increase, and 
our policy should be to accept such m offer but not to 
invite it. Such en offer would nevertheless be welcomed 
because it would contribute to greater frecdom in our 
relations with Jepan. There is, moreover, a possibly 
importent unknown factor in 911 present celculstions, nemely 


the present year mey be. The facts will not be knom until 
well after 30th June, and elthough the intention would be to 
take them into account at am carly review of the operation 

of the new Arrangement, » larger working balance would be 
very desirable from our point of view, in fece of the 
possibility that the carry-over might be against us, 


8. Fundamental problems The Committec have been 
impressed with the difficulty of denling with the problems 
of the future pattern of Jopen's trede with the Sterling 
Area. In particuler, the problem of food supplies in South- 
East Asie clearly hes a special importence; Japan has 
undoubted needs, which can only be net cither by dollar 
purchases or from the Sterling Areca. The Committee are 

not at present awsre whcthcr, and if so how deeply, other 
bodies have taken up this natter, but there is no doubt 

that it deserves urgent attention. They are therfore 
considering whether eny cxisting Committee might be 

invited to study the problem or whether it might be dealt 
with by en ad hoc Conmmittec. 


9, Incidental points “Ye do not think we should bind 
ourselves to a trade arrangement on the current lines for 
more than one year, It may well be next year we shall want 


to put our trade relations with Japan on a very different basis 


10,011 As in the current year S.C.A.P. has not made 
purchases of sterling crude 0il which we expected him to make 
our negotiators should invite hin to give an assurence that 
British compenies shall have a fair chence to compete for 
Jepan's imports of crude oil and products having regard to 
their treditionel shere of trede. (See paragraph 5 of my 


immediately preceding telegram). 


11,Shipping / 


OUTWARD TELEGRAM 


CONFI DENTIJL 


Foreign Office telegram No, 506 to Tokyo 
be ek 


@ ll, Our negotiators should endeavour to secure 
the insertion of a shipping clruse in the Trade Arrangement 
for 1950/51. As from ist April, 1950, Japanese shipping 
has been free to enter into international trade, and the 
Jepanese overseas fleet, which now anounts to something 
under = million tons, mey well be approaching one million 
tons in a year's time, It is of vitel importance to the 
British shipping industry that Japanese shipping should 
follow normal commerciel practice, and that the Japanese 
should (a) subscribe to ea policy of non-disecrimination 
in shipping matters end (b) agree to the free transferability 
of freight out of Japan 


OUTWARD TELEGRAM 


Cypher/OTP “f O.N.C. DISTRIBUTION 
& By Confidential Bag 

F 

Confidential 


FROM FOREIGN OFFICH TO TOKYO 
MGs: 309 Ds 1400 pen. 2/th Mey, 1950. 


a 


26th May, 1950. 


CONFIDENTIAL 
DRIVE 


Addressed to Tokyo telegram No. 305 of 26%W Mey,. 
Repeated for information Scving to Washington No. 2300. 


Negotiations with Supreme Commander Allied Powers 


(S.CcA.P.) 

The Overseas Negotiations Committee's submission has 
now been approved by lwinisters, subject to certain qualif- 
ications which are given in this telegran. Je are sending 
you < copy of the submission by bag due to reach you on May 
30th so that you have the full picture; in the meantime we 
give in my immediately following telegram extreacts decling 
with the more important points. We are also copying to 


Governments. 


2s Ministericl instructions are thet the utmost core 
should be teken in presenting the problem (see paragraph 1 


a4, | of my immediately following telegram) which induces us to 


seek some means of limiting §.C.A.P's purchases. Such 2 
limitation (i.e. that S.C.A4.P. must belance on an acceptable 
basis with perticipants) is contrary to our professions about 
the multilateral use of sterling, and to the usual practice, 
and might, unless we tread delicately, cause trouble with 
both §.C.A.P, (and Washington) cand with other participants. 
Our case can to some extent be presented as a simple 
continuation of the terms of the current Trade Arrangenent 
but you should not hesitate to explain it frenkly in: terms 
of the food problem (with its background of an indirect 
doller liability). Whilst we oursclves can see no 

solution other than that which we suggest it should be made 
clecr that we should be very willing to consider any other 


SP WEY OEY OF sews 


CONFIDENTIAL — § 


Foreign Office telegram No. 305 to Tokyo 
ie Wes 


way out of the problem which $.C.A.P. or other 
participants may suggest.” © 


De The question of the cotton’ textile element in the 
Colonial requirements has been discussed by Ministers, 
but will have to be submitted to the Economic Policy 
Committee when the Colonial Office have obt-ined further 
information from the Colonies. The cotton textile 
element in the figures given in the submission amounts 
to £22.9 million, whilst the Board of Trade consider 
£18.5 million would be adequate, cnd the finel decision 
may be anywhere between these two limits. Pending a 
decision by the Economic Policy Committee you should use 
a provisional figure of £20 million for this element 
(explaining only that it is liable to some variation in 
either direction) i.e. the figure for the United Kingdon 
and the Colonies' requirements should, for the time being, 
be £40,535,000 instead of £43,435,000. 


ne The figure of £40,535,000 must also be regarded as 
provisioncl because in view of the position of South 
africc the Board of Trade have made 2 suggestion, which 

is still being considered, that the United Kingdom portion 
should be increcsed by £1.5 million to cover imports of 
Japanese cloth for processing and re-export to South sfrica 
and Southern Rhodesia. as South Africa does not licence 
imports from Japan, and does not pro,yose thst she should, 
the system of "linked" licences whereby © participant may . 
have its Japanese cloth processed in the United Kingdon 
without the import counting against the United Kingdom 
"ration", cannot be used. 


Die Ministers do not consider that the submission makes 

as much of our case on oil as could and should be made. 
They consider that without running into difficulties cbout 
itemisation it should be possible for you at least to argue 
strongly for the inclusion of oil in the estimates.of what 
§.C.A.P. would take from us. If you could extract from 
§.C.A.P. an assurence that he would buy ¢« minimum amount 

of oil (Lingemen is elready briefed on available supplies) 
so much the better. 


fOe- YOO. WiLL neve. «< 


OUTWARD TELEGRAM 


CONFIDENTIAL 


Forcign Office telegram No. 305 to Tokyo 
- 4- 


6. You will have seen my telegram No. 296 giving the 
South African statement about the coniitions on which -they 
would be able to participate. as the South african 
Governnent cannot undertake to observe any given allocation 
of purchasing power they obviously cannot be participants 
in the full sense of that term cs hitherto employed. 

a good deal depends, however, on the views taken by other 
participants end, of course, by §.C.A.P. and we think that 
it would be useful, in cny case, for the Union's senior 
Trade Commissioner in Singapore to be associated with the 
discussions, even if the finel decision is that South : 
arrice cannot be sven & formal participant in the Trade 
Arrangement. We are therefore welcoming the suggestion of 
the South african Governnent thet lir. Jensen should join 
you in Tokyo, and we should be glad if you and the 
representatives of the other participants would discuss the 
problem with him with a view to propounding if possible an 
agreed ana practicable solution. 

7. You will see from the telegram to Commonwealth 
Governments that we sre expressing the hope that they will 
be able to inform their representatives of their general 
concurrence with the line which we sre proposing to teke, 
and to authorise them to agree with you in fixing oa dete 
for the start of the negotiations as quickly as possible. 


OUTWARD TELEGRAM. 
FROM THE SECRETARY OF STATE FOR THE COLONIES. 


@ 


G-sde 
“Cireular [toe 2/2 Ho, Go 
TO (41)' BAHAMAS, (2) BARBADOS, (3) BERMUDA, (4) BRITISH 


HONDURAS, (5) CYPRUS49/(6) FALKLAND ISLANDS ¢7(7) FIJI /7 
eps PAGIFIC4%7(9) GIBRALTAR32Q410) LEEWARD TSLANDS 26 
SOMALILAND PROTECTORATE, (12) MALTA (73) 
(14) WINDWARD ISLANDS. ¥ ( bé. 
29% 
Sent 26th May, 1950 21.00 hrs. 


PRIORITY 
Circular unnumbered 26th May. 
Trade arrangements with Japan, 1950/51. 


In connection with above, I should be grateful if you 
would telegraph as quickly as possible estimate of total import 
requirements of textiles by value and yardage, in period July 1950 
to June 1951, and of amounts which you expect to receive from various 
separate sources including the U.K. I am sending by airmail circular 
telegram No, 18 explaining why these figures are necessary in 
connection with Japanese trade negotiations. 


(To Fiji) Please pass copy to High Commissioner, Western Pacific. 


Copies sent to:—- 


Treasury - Mr. K, Anderson 
Board of Trade - Mr. A. Percival 
: - Mr. S. Morris 


Draft: 
TELEGRAM | * * SAMUINGRAKK 


“* The word Priority may be entered here, If necessary. 


File No. 


‘Fo x & aie 

: ood + 
GOVERNORS OF ALL TERRITORIES TO WHICH Sent: 

ACCOMPANYING CIRCULAR TELEGRAM IS BEING 


SENT BY PRIORITY SAVING. Bh OO> hones, 


2b J Sis. 


— 2 Ae —_— ic ie es: 
Priority:— : To be transmitted :— o/h Cpa 
: No. EO 
Nil. rah Gleae AT oe ent of 
Beant WS vores, i ‘Reply urgently required. Geode £- 


F Important. : Confidential. 
Parly. U.S. of S. : Crete. : Cypher Secret. 


Repeated to:— 


Restricted. 


~timmediate. 
Top Secret 
And Personal. 


Most Immediate. 


Take Mrrkagennonle sort, SAfutn » 1450/51 
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circular| lexplaining sabe ase figures are 
necessary in connection with Japanese trade 


negotiations. 
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V7 to Hg :/ Ceomw 610% 2 
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Distribution :— 


Further action :— 
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Wt. 15855/745 5M 6-48 Wa. & Co. 51/3 
Wt. 293771790 50M 11-48 Wa & Co. 51/3. 


OUTWARD TELEGRAM. 
FROM THE SECRETARY OF STATE FOR THE COLONIES. ha 


Codes 
Circular 


TO ALL COLONIES ETc, 


By Priority Savingram to:- BAHAMAS, BARBADOS, BERMUDA, 
BRITISH HONDURAS, CYPRUS, 
FALKLAND ISLANDS, FIdT, 
WESTERN PACIFIC, GIBRALTAR, 


LEEWARD ISLANDS, SOMALIGAND 
PROTECTORATE, MALTA _ SEYCHELLES , 
WINDWARD ISLANDS. 


Sent 26th May,1950 20.00 hrs, 


PRIORITY REPLY URGENTLY REQUIRED 


Circular 18 Confidential 


Trade arrangements with Japan, 1950/51. 

Figures given by Colonial Government of estimated essential 
requirements from Japan in 1950/51 have been assembled with those cf 
United Kingdom and other participants in the sterling area Trade 
Arrangements with SCAP, Discussions have taken place here, regarding 
the desirable shape of arrangements to emerge from forthcoming talks 
with SCAP and regarding briefing of H.M.G.'s reoresentative at these 
talks, 


26 General position is that nearly all sterling area countries 
show increased requirements for next trade year. Colonial essential 
textile requirements, which form a large proportion of the whole show 
an increase if £3.5 million over estimates for 1949/50 (imports direct 
from Japan), 


Se It may be that the direct risk of having to pay dollars to 
SCAP if trade balance is adverse will be less next year, On the 
other hand, if sterling area buys much more heavily from Japan, resulting 
increase in SCAP's purchasing power for sterling area goods is likely to 
be shown in heavier demands for such scarce commodities as rice Thus, 
effect of heavier buying might be that SCAP, whose own dollar resources 
have been reduced, would purchase heavily scarce raw materials at present 
available to sterling erea, with result that sterling area countries 
might eithér go short or have to spend dollars themselves, 


Le In these circumstances it may be necessary for overali 
requirements of sterling area to be somewhat sealed down, and I am afraid 
that, against this possible eventuality, I must ask you to let me have 
information regarding basis on which your estimate of essential textile 
requirements was calculated. In particular, please telegranh as soon 
as possible your estimate of total textile import requirements for period 
July 1950 to June 1951 and of amounts which you expect to some in from 
various separate sources including the United Kingdom, Figures should be 
in value and yardage. Please state next preferred source if quantity 
estimated from Japan had to be reduced, and reason why this would be 
Léss advantageous than Japan. 


5e Matter is urgent as negotiations with SCAP are about to start, 
and it is necessary for me to have hest possible picture of degree of 
2ssentiality of Colonial requirements, so that quick decision ean be 


/taken 


ken on figures to be tabled. 


(Despatch for airmail action) 


Copies sent to:= 


Treasury —- Mr. 
Board of Trade - Mr, 
rT] 1? 't ~ Mr. 


Anderson 
Percival 
S. Morris 


a Draft = File No. Dy. 
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To;:— 
; jae 


ALL COLONIAL ETC. GOVERNORS (BUT TO GO | gent. 
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S: of S. Most Immediate. ter sete: 


andPersonal. 


Repeated to:— 


Trade arrangements with Japan, 1950/51 


#e—heve—peen(given by Cotontat governments) 


— = Jorg 
Figures/of estimated maceutiel reyuirements 


from Japan in 1950/51 .—These figures have been 
assembled #ere with those of U.s#. and other 


participants in the sterling area Trade 
Arrangements with SCAP. We—-have—becen—teking 


PES 
Mth hha 
pant—in_prelengea Biscussions wits pecenimectc 


here, regarding the desirable shape of arrange- 
ments to emerge from forthcoming talks et 
SCAP and regarding briefing of H.M.G.'s re- 
presentative at these talks, 

ie General position is that nearly all 
sterling area countries show increased require- 
ments for next trade year, -this—ic—espeeially 
Lrue—ef—some independent Comnonwealth—courtPies. 


Distribution :— Colonial: essential textile requirements, which 


form a large proportion of the whole ase show 
an increase of £3.5 million over estimates for 
494.9/50 (imports direct from.Japan). 


36 It may be that the direct risk of having 


_Despotch f to pay dollars to SCAP if trade balance is 


er action :— 
adverse will be mmeh less next year.. On the 
other hand, if sterling area buys much more 


wet, cesdejigh iui6-4s Wa. 8 Co: sifs -heavily from Japan, resulting increase in 
Wt. 29377/790 50M 11-48 Wa & Co, 51/3. Pp 
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SCAP's purchasing power for sterling area. goods is 
likely to be shown in-heavier demands for. such 
scarce commodities as rice. Thus, effect of 
heavier buying might be that SCAP, whose own 
dollar Genacewes have been reduced, would purchase 
heavily scarce raw materials at present available 
to sterling area, with result that sterling area 
countries might either go short or have to spend 
dollars themselves. 

4. In these circumstances it may be necessary 
for overall requirements of sterling area to be 
somewhat scaled downy) and I am afraid that, 
against this possible eventuality, I must ask 
you to let me have information regarding basis 

on which your estimate of essential textile re- 
guirements was calculated. In particular, 

please telegraph 4s soon as possible your 
estimate of total textile import requiraments 

for period July 1950 to June 1951 ear oe amounts 
te—vetue which you expect to come in from various 
separate sources including the U.K. Kflease 
state next. preferred source if quantity estimated 
from Faces had to be reduced, and reason why this 


would be less advantageous than Japan. 


5. (halle 12 weiymk Ae pth akime 
sin nicl, bo aie tnd. ve be 


gore 
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ALLOTTED TO ECONOMIC IV DEFT. 
EN CLAIR 


FROM: UeK. INFORMATION OFFICE CANBERRA 


D. Canberra 17645 hours 2 May, 1950. 
R. 59 hours Me % 


PRIORITY 
Noe 373 PRESSE 


Questioned in House of Representatives on 17th May 
whe ther since Japan was included indirectly in dollar bloc 
he had considered possibility of trading Australian flour 
for Japanese galvanised iron, Minister for Commerce and 
Agriculture replied in following terms: 


Japan could trade in dollar and sterling since 
internationally it held, so to speak, a bicurrency status. 
An overall balanced trading arrangement had existed for 
several years between sterling bloc and Japan. Negotiations 
were taking place for a continuing trade agreement under 
which sterling credits might be made available to Japan and 
reciprocally Japanese credits to sterling area countries, 
including Australia. «australia did not engage in particular 
commodity barter transactions with Japan but he was confident 
that current negotiations would establish conditions under 
which Australia would be enabled to purchase whatever goods 
she might require that were »vailable in Japan, 


Copy toi— Dil. 


Treasury Mr. D.O. Henley 
Mr. JeH.e Martin (4) 
Board of Trade Miss S.D. Wingate 
Cablegram Section (10) 
Foreign Office Mr. FH. Crowther 
Colonial Office Mr, DesH. Rosser 
M/F ood Mr. Raeburn 
Comms. Divne (3) 


} 
J é 4 a 6/() 


Telegrams marked CYPHER (TYPEX) must first be paraphrased if communicated 
to persons outside British or United States Government Services ; telegrams marked [ if Ps 


2 CYPHER (SIMPLEX) should be paraphrased where possible. 


Any telegraphic retransmission of a cypher telegram marked other than O.T.P. 
must be in a One Time System. 


Inward Telegram to Commonwealth Relations Office 


a 


ALLOTTED TO ECONOMIC IV DEPT, 
CYPHER (SIMPLEX) 


FROM: UeK. HIGH COMMISSIONER IN AUSTRALIA 


D, Canberra 17e40 hours 25th May, 1950, 
Re 12.56 hours 25th " . 


SUPPLIES 

PRIORITY 2 6 MAY 1950 
Nos 372 RESTRICTED. aie tan Ss ge 

(a Aid ae ae REGISTRY 


fl, Your telegram Noe 506. 
Y 
AUSTRALIAN TRADE WITH JAPAN 


ae, My immediately following Presse telegram contains 

full summary of reply by Minister for Commerce and 
Agriculture referred to in your telegram under reference. 
From this it will be clear that Minister did not, repeat 
not, give impression that sustralia was negotiating some 
special trade arrangement with Japan distinct from 
Commonwealth trade arrangement. 


Copy to:- 


Mr, F, Milner 

Mre DeO-. Henley 

Mr. JeHe Martin (4) 
Board of Trade Miss S.D. Wingate 

Cablegram Section (10) 
Foreign Office Mre FH. Crowther 
Colonial Office Mr, DeH. Rosser 
M/F ood Mr. Raeburn 

Commse Divne (3) 
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put forward the following 


4% in politically most important that the colonies should 
net feol that their interests are being subordinated to 
thoge of Lancashire; 


the Solenties ave already subiect te severe dollar 

res tpLotions , and these ere accepted ap necessary on balance 
af payments grounds. A eut in the reguireseits from Jepan 
for similiar reasons could, no doubt, be justified if the 
necessity hed been nroved and the consequences were fairly 
siared by other sterling area countries. figeh a evt would 
mot, however, be Juetified on other grounds; 


the Golonial adieinistrationse are fully acgecinted vith the 
erlteria of essentiality an@ experienced in their applications 


the onin Gwiteh in Colonial imports in tke coming yoar is 
expected te be fron Geraany ont Inéia te Japenj; 


Laneceshire hen, in fact, teen improving ite market in the 
Golonies. It is thought thet they sili take, about the 


Baise amount from Laeneash tre nest Pear es this year, and 
iat He ire eculd — in fact, supply more. 


“eR. 
Reve, however, AS bra_Parmse. A 


s took the following positions= 


(a) the problem ie of vital psychological importance for 
Lencashire,. whose confidence in the Government would be 
undermined if £t were believed that the Colonial carket 
was beiag exposed to uerestrained Japanese competition; 


he could not, in any event, agree to a higher figure ther 
£1805 te without full discussion in BeleCe} 


i% Gas imposetible to belteve that a proper eriterion of 
neod was being cbhserved ty the Colonies in the absence of 
any inéieation that>other he@ firet taken fully inte eccount 
prosvective suppiies from other sources. 


, —_ asised Bm oe! BeP *C. could net 


{a} the Goloniai requiresents from the 1.¥e3 


(bh) the ability of the U.%. to make supplies availiable. 
xt scene’ even possible that if such pueerxegoe ecre available it 
| Boule be found thet ne serious immediate problem srose. 


After Giscuesion it was agreed thet 


1. the Golemial  ffiee w eld inmeGicteliy telecraph to the crin- 
Cireal Goionics concerned asking for some justification of the 
epeentiality of theiy figures, ond in pertioular for estimates of 


/their 


3 


their total needs and th expectations of supplies from 
. eae Ss other than d } 


instructions 3 
f: as the Colonisl tex’ ile figure is concerned, would require 
rt Ede isionai figure of £20 million to the other parties 
O2 ani 1 ii be exphkined Bt 
ts of £18.51 


Sanctuary Buildings, 
Great Smith Street, 


& SeWele 


2hth May, 1950. 


16996/77/50. PERSONAL 


yl ne 


» 
Ww 


My dear Martin, (Ww 


Thank you for your letter (MIF 1320) of the 20th May 
about Japan. 


I agree that, if there is going to be any difficulty 
in fitting all the figures of estimated requirements from 
Japan into the total amount which we think ought to be spent 
there next year, the obvious thing to do is to approach 
some of the independent Commonwealth countries to get them 
to have another look at their figures. It seems to me 
pretty obvious that, as they have no doubt regarded Japan as 
getting "softer", they have been estimating their 
requirements for 1950/51 rather liberally. I naturally 
agree with your thought that if they have to be approached 
it should be put to them that they ought to accept an 
export surplus with Japan so as to enable the Colonies, 
which produce a dollar surplus, to get their essential 
textiles and other, goods. 


What I am not quite certain about is whether it is ever 
going to be possible to limit SCAP's purchases of rice from 
Burma and Siam through the mechanism of the trade agreement. 
However, it is certainly an important Colonial interest 
that SCAP's raids on South East Asia rice should be 
restricted as much as possible, and we are glad to 
co-operate in anything which may help towards this objective. 


We did go fairly thoroughly into the Colonial estimates 
oi Aextile requirements in an O.N.C. Working Party, where 
everyoody was satisfied, except the Board of Trade, that all 
the figures were of a reasonable order except possibly in 
‘West Africa, where it was suggested that the conversion from 
yardage into value might have been done at too high an 
average figure of price. But I realise that, if we are 
going to have to approach the Commonwealth countries as you 
envisage, we want to have all the ammunition we can to 

defend 


MeT. Flett, Esq. 


defend the Colonial figures. I should be quite 
prepared to send a personal priority savingram to 

the main Colonies concerned along the lines of the 
draft attached. Will you let me know what you think 


about this? 


Yours sincerely, 


(W.L. GORELL BARNES) 


a: 


DRAFT PRIORITY SAVINGRAM FOR CONCURRENCE 


Governor, Singapore. SECRET. 
Governor, Gold Coast. 

Governor, Kenya. 

Governor, Tanganyika. 

Governor, Aden. 


Japanese Trade Arrapfements. 
Following from Gorell Barnes 
ls Gilmouy. 


2. Viasy. 


Se Me4thews. 


A 
4. /Surridge. 


/ 


5h TOOd Ge Begins. 


We have been given by Colonial Governments 
figures of estimated essential reguirements from 
Japan in 1950/51. These figures have been 
assembled here with those of U.K. and other 
participants in the sterling area Trade 
Arrangements with SCAP. ve have been taking part 
in prolonged discussions with Departments here, 
regarding the desirable shape of arrangements to 
emerge from forthcoming talks with SCAP and 
regarding briefing of HeM.Ge's representative at 
these talks. 

Qe General position is that nearly all 
sterling area countries show increased requirements 
for next trade year. This is especially true of 
some independent Vommonwealth countries. Colonial 
essential textile requirements, which form a large 

abso 
proportion of the whole », show hn. increase of 
£3.8 million over estimates for 1949/50 (imports 
direct from Japan). 
pet bes Tee 

30 It aecteuc that the direct risk of having 
to pay dollars to SCAP if. trade balance is adverse 
will be much less next year. On the other hand, 
if sterling area buys much more heavily from Japan, 


resulting 


resulting increase in SCAP's-purchasing power for 


sterling area goods is likely to be shown in heavier 
demands for such scarce commodities as rice. Thus, 
effect of heavier buying might be that SCAP, whose own 
Nerhaer 

dollar resources have been reduced, would wetéd heavily 
imte- scarce raw materials at*present available to 
sterling area, with result that sterling area countries 
might either go short or have to spend:dollars themselves. 

he With this general*background-it is fex¥t here 
that it may be necessary to ask some of the Géranonweal th 
countries to scale down their requirements /from Japan, 
if necessary, to avoid above risks. te/this were done, 
we should consider putting to them thay they should be 
prepared to accept* export surpluses in trade with Japan 
so as to enable Colonies to cet their essential Japanese 
requirements. 


5. As far as we have beep able to see, estimates 


“of Colonial essential textile requirements from Japan in 


1950/51 are at about level which we would expect in the 
light of factors such’ as present high price of German 
textiles. Clearly, however, if above course is taken 

with Commonwealth Governments, we want to be absolutely 

sure that Colonial textile figure ‘is'as watertight as 
possible. For exaniple, it would be awkward if, after 
putting up a fight/ to get the full requirement covered by 
the trade arrangements, it was found that Colonial 
requirements in’ the event were a good deal smaller. af 
should be grateful if you could let’ me’ have a telegram (a) 
saying whether, in the light of. the above general background, 
you consider that your estimate of textiles from Japan in 
1950/51 ghowla stand unamended as representing best estimate 


of quantity required to keep the territory ‘supplied at right 
levels of price; (b) giving some brief points to explain reasons 
for Any increase over last year's requirements from Japan. Ends. 


bh é In these circumstances it may be 
ead regain for overall requirements of sterling area 
to be somewhat scaled down; and I am afraid that, 
against this possible eventuality, I must ask you 
to let me have information regarding basis on 
which your estimate of essential textile 
requirements was calculated. In particular 

Ms SaT™ ho 

please telegraph your estimate of total textile 


Srunth Jhky | 4 5d % Sire 14 $ | tn patnd _/ 


requirements fov/ E9575 and of amounts which 
A 


you expect to come in from various separate 


Of RIS 
sources including the U.K. | itheye net 


Poth NMA imhinkts Chea 


A 


Awl 
Am hort, Deberrintid ne Tepes A 


v ave 
. é AA Vt 
MA Am A“ A, Aon Th hr 


‘ 4 / 
‘Stews ee et rT 
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@v;. Morris z7V\9 
Mr. Gorell parnes/s.24 
Mr. 
Mr. 


Mr. 


Permt U.S. of S. 
Parly. U.S. S. 
Minister of State 


Secretary of State 


Your Reference 


DRAFT rErteR PERSONAL 


A:T -FLETT, ESQ., 
TREASURY 


FURTHER ACTION 


My dear Martin, 

Thank you for your letter (MTF 1320) 
of the 20th May about Japan, 

I agree that if there is going to be 
any difficulty in fitting all the figures 
of estimated requirements from Japan into 
the total amount which we think ought to 
be spent there next year, the obvious 
thing to do is to approach.some of the 
independent Commonwealth countries to get 
them to have another look at their figures, 
It seems to me pretty obvious that, as 
they have no doubt regarded Japan as 
getting "softer", they have been estimating 
their requirements for 1950/51 rather 
liberally. I naturally agree with your 
thought that if they have to be approached 
it should be put to them that they ought 
to accept an export surplus with Japan 
so as to enable the Colonies, which produce 
a dollar surplus, to get their essential 
pak os rato Mhev fr: 

Hot I am not quite eertain about is 


whether it is ever going to be possible to 
limit SCAP's purchases of rice from Burma 


and Siam through the mechanism of the trade 


/agreement 


agreement. However, it is certainly an important Cbyniak 


bAn 
interest #s SCAP's raids on S.E.Asia rice should 


ant 
be restricted as much as possible ,/we are glad 


to co-operate in anything which, helps towards 
this objective. 

we did go fairly thoroughly into the 
Colonial estimates of textile requirements in 
an O.N.C. Working Party, where everybody was 
satisfied, except the Board of Trade, that all 
the figures were of a reasonable order except 
possibly in West Africa, where it was suggested 
that the conversion from yardage into value 
might have been done at too high an average 
figure of price. But I realise that if we are 
going to have-to approach the Commonwealth 
countries as you envisage, we want to have all 
the ammunition we can to defend the Colonial 
figures. I should be quite prepared to send 
a personal priority savingram to the main 
Colonies concerned along the lines of the 
draft attached. Will you let me know 


? 
what you think about this. 


Yours sincerely, 


@. Wt. 19126/754 50m. 7/48 C.N.Ld. 748 


Morris 21(S 


Gorell Barnes 
3 Sige ; Permt. U.S. of S. 
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DRAFT. .pRIoRITY SAVINGRAM SECRET 


Governor, Singapore 


Emports—from Japancs< han MAA gerne, 


Governor, Gold Coast 
Following from Gorell Barnes for 


Governor, Kenya 
1. Gilmour 


Governoy Tanganyika 
2. Vidal 


Governor, Jamaica t/ 
3. Mathews 
A 


Governor, Trinidad 
4. Surridge 


Governor, Aden 

5e MaeGillivray-— 

6. Renison— 

on Good/ Begins. 

Wwe have been given by Colonial 
Governments figures of estimated essent#l 
requirements from Japan in 1950/51. These 
figures have been assembled with those 
of U.K. and other participants in,sterling 
Pica heskeliGneicaneit wien SCAP. We have 
been taking part in! weatine discussions 
with Departments here, regarding the 
desirable shape of arrangements to emerge 
FURTHER ACTION. from forthcoming talks with SCAP, and 


Copy to be sent airmail regarding bre4fing of H.M.G..'s represénta- 


by Mr. Rosser to Mr.Cox 
(on Teawik Germany) as 
regards Nigeria. 2e General position is that nearly 


hyd 


tive at these talks. 


+ oe all sterling area countries show 


/increased 


increased requirements for next trade year. 


tndfaterdins 
This is especially true of some/ Commonwealth 


LA 
countries. Colonial Seton cited (ede emcntsy 


which form a large proporg tion of the whole, 
whow an increase of £3,f million over estimates 
for 1949/50. +#thin—this—thetextile—figure 
hac-gone—up-pya (brpnk doit fom Shen): 

3e It is true that the direct risk of having 
to pay dollars to SCAP if trade balance is 
adverse will be much less next year. On the 
other hand, if sterling area buys much more 
heavily from Japan, resulting increase in SCAP 5 
purchasing power for sterling area goods is likely 
to be shown in heavier demands for such scarce 
commodities as rice. Thus, effect of heavier 
buying might be that SCAP, whose own dollar 
resources have been reduced would raid heavily 
into scarce raw materials at present available 
to sterling area, with result that sterling 

area countries might either go short or have to 
spend dollars themselves. 

4. With this general background it is felt 
here that it may be necessary to ask some of 

the Commonwealth countries to scale down their 
requirements from Japan ,if necessary, to avoid 
above risks. If this were done, we should con- 
sider mubtiae to them that they should be pre- 
pared to accept export surpluses in trade with 
Japan so as to enable Colonies to get their 
essential Japanese requirements,ef—textiies, 

5 As far as we have been able to see, 
estimates of eclwniel essential textile require- 
ments from Japan in 1950/51 are at about level 
which we would expect in the light of factors 
such as present high price of German textiles. 
Clearly, however, if above course is taken with 
Commonwealth Governments, we want to be absolutely 


/sure 


sure that Colonial textile figure is as water- 
tight as possible. For example, it would be 
awkward if after putting up a fight to get the 
full requirement covered by the trade arrange- 
ments, it was found that Colonial requirements 
in the event were a good deal smaller. [I 
should be grateful if you could let me have 

a telegrenlesying whether, in the light of the 
above general background, you consider that the 
your estimate of textiles from Japan in 1950/51 


should #+++i stand unamended as representing best 


estimate of quantity required to keep the terri- 


tory supplied at right levels of price, /(-) 
Se : NIA Lr, / Hs ty Liflayn A sams 


by Any Anrtrtat Mey thet Yan AXqumnee 


Morris 
Gorell Barnes 


PRIORITY SAVINGRAM SECRET 


14. Governor, Singapore 
Imports—frem Japanédc (%< 11 here rebel 


Following from Gorell Barnes for 
1. Gilmour 
2. Vidal 


2. Governor, Gold Coast 

3. Governor, Kenya 
Governoy Tanganyika 
Governor, Jemsica™ 


Governor, Trinidad — 


3 Ma thews 
k 


4. Surridge 
Governor, Aden 
5» MecGillivray 
6. Renison 
Bs Good Begins. 

We have been given by Colonial 
Governments figures of estimated essentl 
requirements from Japan in 1950/51 - These 
figures have been assembled {with those 
of U.K. and other participants in sterling 
area trade atthe a al with SCAP. We have 
been taking part in pak discussions 
with Departments here, regarding the 
desirable shape of arrangements to emerge 
from forthcoming talks with SCAP, and 
regerding bréaring of H.M.G.’s represénta- 
tive at thiege ‘teks. 

2» Genersi position is thet nearly 
all sterling aide countries show <i. 


\ /increasea 


inereased requirements for next trade year. 
mip Aerl 


This is@pecially true of some /~nmonwealth 


tla Gr 
countries. Colonial essential, requirements, 


enialtcore a large proporftion of the whole, 
show an increase of £ ~ 7 million over estimates 
for 1949/50. ‘Wthin_this_the textile figure 
hes-gone_up by & bmfinS Aeenit pr Jie) 

3. It is true that the direct risk of having 
to pay dollars to SCAP if trade balance is 
adverse will be much less next year. On the 
other hand, if sterling area buys much more 
heavily from Japan, resulting increase in SCAP 
purchasing power for sterling area goods is likely 
to be shown in heavier demands for such scarce 
commodities as rice. Thus, effect of heavier 
buying might be that SCAP, whose own dollar 
resources have been reduced would raid heavily i 
into scarce raw materials at presert available 
to sterling area, with result that sterling 

area countries might either go short or have to 
spend dollars themselves. 

he With this general background it is felt 
here that it may be necessary to ask some of 

the Commonwealth countries to scale down thei? 
requirements from Japan if necessary, to avoid a 
above risks. If this were done, we should con- 
sider putting to them that they should be pre- 
pared to accept export surpluses in trade with 
dJ@pan so as to enable Colonies to cet their 
essential Japanese requirements ef—textiles. 

5. As far as we have been able to see, 
estimates of Colonial essential textile require- 
ments from Japan in 1950/51 are at about level 
which we would expect in the light of factors 
such as present high price of German textiles. 
Clearly, however, if above course is taken with 


Commonwealth Governments, we want to be absolutely 


/sure 


sure that Colonial textile figure is as water- 
tight as possible. For example, it would be 
awkward if after putting up a fight to get the 
full requirement covered by the trade arrange=- 
ments, it was found that Colonial requirements 
in the event were a good deal smaller. I 


should be grateful if you could let me have 


a telegram/saying whether, in the light of the 


above general background, you consider that the 
your estimate of textiles from Japan in 1950/51 
should stiti stand unamended as representing best 
estimate of quantity required to keep the terri- 
tory supplied at right levels of price, 


yey Crt tn Tink 


Recor. CaMER/REMASC DISTRIBUTION. 
FROM TOKYO TO FOREIGN OFFICE, 


Sir A, Gascoigne, 
Lg No, 109 Remac. D, 
He 


45 a.m. 24th May, 1950, 
24th May, 1950, 6 


5 a.m, 24th May, 1950. 
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v 


K.M.A, Coal, 


We shall be grateful for a quick reply especially 
if (as I suppose) proposal is a non-starter, in order that 
Pryor should not waste time and effort in promoting idea with 
5.C.i.P, and Japenese authorities and perhaps raising false 
hopes, 


666666 
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Inward Telegram to Commonwealth Relations Office 
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FROM FOREIGN OFFICE TO TOKYO 


No. 296 


nn 


23rd May, 1950, D. 6,25 p.m. 23rd May, 1950, 


CONFIDENTIAL 
DRIVE 


/ 
b . > Ona 

2° Your telegram No. 290 [of 2nd May: Japanese Trade 

with South Africa], 


Representations made at South Africa House have 
elicited the following reply, 


[Begins]. 


(1) The Union Government attach great importance 
to the maintenance of multilateral trade and are most 
anxious to avoid further departures from this »vrinciple by 
licensing imports from individual countries, 


(2) They have again reviewed trade prospects with 
Japan and are satisfied that the Union's balance with 
Japan will not be as unfavourable as my letter under 
refercnce may seem to suggest, During 1937 the Union's 
total imports from Japan reached a maximum for. the period 
1935 to 1939 amounting to approximately £3,869,000 and of 
this amount the textile items which have now been decontrolled 
represent £2, 16), 000. 


(3) In regard to paragraph 2 (b) of the memorandum 
prepared as a result of the discussion referred to above, it 
is assumed that the reference to "relevantly inessential 


goods" refers to permits issued for consumer goods, It 
must be pointed out, however, that these goods are not 
inessential and that permits are issued on a very limited 
scale only, and that moreover, it is not expected that 
Japan will capture any substantial part of this trade, 


(1) Legislation will 


CONFIDENTI/L, 


Foreign Office telegram No, 2 


(4) Legislation will.be introduced during the 
current session of the Union Parliament to empower the 
Government to increase by 100% the maximum vates of duty 
applicable to Japan and other countries not entitled to 
nost-favoured-nation treatment whenever there is evidence 
that goods from such countries are being importcd at prices 


which threaten to cisrupt local industries, 


(5) In view of the factors mentioned under 
paragraphs 2, 3 and 4 above, it is considered most unlikely 
that the Union will be flocded with Japanese goods, If, as 
it is hoped, Japan will import South African wool on a 
substanial ¢calc, the Union's vofavourable balonce with 
that countr~ should not be excessive, 

(6) It must be pointed out, however, that the 
Union is expericneing increasing difficulties in obtaining 
supplies of textiles and other importent goods from the 
United Kingdom and other soft currency countries and unless 
delivery dates improve, importers would.be compelled to 
look to Japan for supplies, This would, of course, 
materially affect the Union's balance of payments with 
Japan, 


( If other sterling area parti 1WésS are 
rah ther g paxrticiy 
prepared to accent the foregoing position the Union would be 
prepared to participate in the new trade arrangcenent, 

(8) It as the intention of the Union Goyanasat 
to instruct Mr. H.0.V. Jensen, the Union's Senior Trade 
Commissioner in Singapore, to attend the negotiations with 


Surpreme Commander Allied Powers (S.C....P.) as the 
he briefed to the 
, the Union Government would appreciate 


Union's representative, While he will 
fullest extent possible 
it if the United Kingdom representative could be requested: to 
assist him by providing such information as he may require, 


[Ends ], 
EEERE 


Japan (Trade Talks) 


76. Mr. Teeling asked the President of 
the Board of Trade to what extent the 
trade agreement talks, which are now 
commencing between this country and 
Japan to cover the whole Commonwealth, 
include the negotiations for a continuous 
Australian-Japanese trade agreement also 
taking place ; and whether he will make 
a statement. 


Mr. Bottomley: The Commonwealth 
countries which are about to negotiate 
jointly a renewal of the Sterling Area- 
Japan Trade Arrangement are the follow- 
ing: the United Kingdom and Colonies, 
Australia, New Zealand, South Africa, 
India, Ceylon. I am not aware of 
any other Australian-Japanese trade 
negotiations. 


Mr. Teeling: Is the hon. Gentleman 
aware that it has recently appeared in 
the Press that a Minister in the Australian 
Parliament has made that statement? 


Mr. Bottomley: Yes, there was some 
wordy Press statement which we have 
failed to understand. I have sent to Can- 
berra for an explanation. 


Mr. Teeling: When the hon. Gentle- 
man gets a reply, will the House be 
informed? 


Mr. Bottomley indicated assent. 


% 
COMPARATIVE PRICES OF U.K. AND JAPANESE TEXTILES 


U.K. Japan 
per yard) (pence per yard) 
ee i spout) 
2003 : 17% +3 
2023 . 19 14 
2043 132 9.5 
2011 153 44 
2041 14s 14 
2053 205 14 
Bleached 
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18 
16% 


23 85 


22.125 
206125 
18.125 
18 
22 
19 


15 


Minister of State. 365 


Japanese Textiles. 


le As promised at our discussion this afternoon on 
the above subject, I attach a paper which gives the 
latest factual information about Colonial dollar 
imports. I would draw your particular attention 

to the table in paragraph 9 which I have flagged X. 
This shows that the dollar expenditure on imports 

of all Colonies had, by 1949, been reduced to 63% 
of the 1947 figure and is expected in 1950 to be 
reduced further to 523i. If Malaya be excluded, 
then the corresponding figures for all other Colonies 
are 60% for 1949 and 49% for 1950. 


2e This is a remarkable achievement which is 
relevant to the present discussion for the following 
two reasons:- 


(a) A certain amount of the reduction has been 
achieved by the virtual elimination of imports of 
dollar textiles. Dollar textiles being so much 
cheaper than United Kingdom textiles, this would not 
have been possible but for the possibility of 
Switching imports to Japan. If Japanese imports 

are restricted further than the balance of payments 
situation necessitates, it will certainly be necessary 
to let up a bit on dollar textile imports. 


(bo) Our justification for imposing restrictions on 
hard currency imports is that this is necessary to 
maintain and improve the strength of sterling, which 
is as important to the Colonies as members of the 
sterling area as it is to any other member of the 
sterling area, including the United Kingdom. There 
is a tendency for the public in the Colonies to 
criticise us on the ground that we are forcing 
Colonial peoples, with their low standards of living, 

to buy expensive British goods. At present we have 
the unanswerable reply that we are not making the 
Colonies buy British goods,and that all we are doing 
is to ask them to play their part in protecting the 
position of sterling by refraining from buying 
unnecessarily goods from countries with which the 
sterling area as a whole is in balance of payments 
difficulties. If, in order to protect the Colonial 
market for Lancashire, we once called upon Colonies 
to restrict imports from Japan (or indeed from any 
other source) more than is necessary for sterling area 
balance of payments reasons, then criticism on the 
lines referred to above would be valid and our whole 
moral case would be undermined. 


36 Mp. Morris is getting out the figures for which 
you asked, showing Japanese and Lancashire prices for 
various types of cotton textiles of comparable 
quality, and will send you a note on this later this 


afternoone 


—_ 


23rd May, 1950. 
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Outward Telegram from Commonwealth Relations Office 


PUBLEX ) 
HIGH COMMISSIONER IN AUSTRALIA 
hours, 


tat tt et pene ee eee meet et es et 


Noe 506. 


The "Star" of 18th May carries following revort: 

uestioned in the Australian House of Representatives about 

projected deal for bartering Australian flou Japanese 
malvanised iron sheeting, MreJ.McEwen, Minister for Commerce, said 

a continuous Australian-Japanese agreement was being negotiated, 
reportse 

Under this, he said sterling credits for Japan woulc 

be provided in Britain and Japanese credits established in Australia," 
20 : arliamentary Question which clearly refers to this 
eport has been out wn in following terms: "To ask the President 


mA 
of the Board of de, to what , the trade agreement talks, 


are now commencing between this country pan to cover ti 
Le Commonwealth, inclu the negotiations for a continuous 
ee cee trade agreenent also taking place; and whether 
he will make a statement py 

30. Grateful to learn urgently whether Mr.McEwen's answer 
referred to some special arrangement between Australia and Japan 
distinct from Commonwealth Trade Arrangements 


Do It. 


Treasury MryF.eMilner 
MreD, 0. lienley 
MrsJeHeMartin (i) 
B/Trade Miss S.D.Wingate 
Cablegram Section (10) 
Foreign Office Mr, F. ti. Crowther 
Colonial Office MirsD.eHeRosser 
M/Food Mre Raeburn 
CommssDive (3) 
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22nd Way. 


Repeated for informatian to Peking 


Japanese Trade: .Kailan kiining Administration coal 
for Japan, 


Pryor of K.ué.A. is in Tokyo trying to negotiate 
sales of dredged coal to the Japanese who of course are 
vitally in need of this source of supply éspecially in 
face of dwindling dollat aid (since virtually their 


only alternative source is east coast of North. America), 


2. Communists have pleat y instructed Pryor 
that he must decline the 
payment in dollars if soseible but failing 
willing to‘accept payment in sterling to 
and for their free use. They are offering up to.one 
million tons over the next twelve months at ac.i.f. 
price of £1.-5-0 a ton (f.0.b. £3). They would stipulate 
for shipment in Chinese bottoms to the extent available, 
the balance in British bottoms. 


3. Supreme Commander of the Allicd Powers (SCAP) 
is under great pressure from Japanese industry and 
Witi to authorise the purchase of this coal but there are 
of course great difficulties both on political and on 
currency grounds. Pryor has however been given to 


A 


understand (by MacDermott) that if we were willing to put 


Kailan coal "high on the agenda" of our trace negotiations 
(i.e. to agree to create the necessary sterling purchasing 


/ power EO OAM eet. 


CONFIDENTIAL 


TOKYO THLYGRAM Now337 TO FORBIGN OFFICE. 


power for Japan within the scope of our trade planning) 
it is possible’ that political difficulties could be over= 
COME» This seems to be entirely wrong approache ven 
if there were any prospect of our being willing in-the 
present circumstances to allow for such transfers on such 
a scale from §.C.A.P. to the Chinege coimuunists account 
it would surely be for $,C.A.P. to take the initiative in 
raising the matter in the trade talks. , 


4¢ If however the proposal is one that you would 
not be prepared to entertain there would of course be no 
point in S.C.A.P's raising it. We shall be grateful 
therefore if you'will let us know for Pryor's early 
information whether there is any use in his pursuing the: 
proposal further or whether it is a complete non starter. 
The Financial Adviser nas alrceday warned him that he 
should not be optimistic. 


5» K.MeA's London agent will probably also be 
taking the question up direct. 


6. In considering this matter you will. no dabt 
take into account that though K.u.A. is largely a British 
anterest prospect of it remaining so for very long in 

the face of what we understand to be an iimminent threat 
of expropriation would appcar to be slight. 
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En Clair. O.N.C, DISTRIBUTION, 
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Japanese trade arrangements. 


At Working Party meeting on 19th May Lingeman was elected 
Spokesman for sterling area. 


2. Our colleagues requested us to draw yoyr attention 
to the faet that we are being pressed by S.C.A.P. to fix 
a date for opening the negotiations. They also urged 
the desirability of furnishing 8.C.A.P. at the earliest 
epportunity with the requirements of the participants. 


at | Treasury Chambers, ey oe 
= 5 /) 
tty Great George Street, 9% 2 


$1.1. 
20th May, 1950. 


My dear Bill, 


You will no doubt have heard of the reverberations of the 
great O.N.C. battle on Japan. Morris and Rosser can tell you 
all about it but I would be most grateful for any help you can 
give us on one particular aspect. 


Clearly, one of the main causes of our present troubles 
in Japan is that the independent Commonwealth are interpreting 
the principle whereby they only import essential goods from 
Japan far too liberally. To my mind there is no other explana- 
tion of the fact that the shopping lists of the Independent 
Sterling Area have been growing larger every year despite the 
fact that the flow of essential goods from the U.K. and other 
soft currency sources is constantly increasing in volume. 


As I see it this is a case in which the interests of the 
Treasury and the Colonial Office coincide, We are trying hard 
to avoid putting Japan into funds to buy excessive quantities 
of rice from Burma and Siam, and so forcing us to put the 
supply of staple foodstuffs to the Asiatic colonies on to a 
dollar basis. One obvious way of doing this is to cut down 
our total purchases from Japan and I should say here that I 
feel strongly that as the Dominions are living so largely on 
the dollar surplus of the Colonial Empire they should willingly 
accept a large surplus with Japan in order to enable the 
Colonies to get their essential requirements of cotton textiles. 
This is only fair but it is a difficult proposition to sell to 
the Independent Sterling Area. 


/if 


Gorell Barnes, Esq., C.M.G., 
Colonial Office, 


If we are going to sell it, and if need be I am certainly 
prepared to try very hard to do so, the more clearly we can 
prove that the textile requirements of the Colonies are in 
fact essential, the better our chances. I realise how diffi- 
cult it is to collect information of this kind from all Colonial 
territories concerned, but I believe it is true to say that 
something like 90 per cent. of Japanese textile exports to the 
Cabnial Empire go to four or five territories. I believe that 
even if we restrict our enquiry to these territories it would 
involve a substantial amount of work, but I do think that 
considering the interests at stake the work would be well worth 
doing if it was at all possible. 


I would be very grateful if you could consider sending an 
urgent request to the Colonies concerned to provide us with the 


sort of information which, if and when we had to ask the 
Dominions to cut down their requirements from Japan, would really 
convince them that they were not being over greedy. 


Yours sincerely, 
Mart wv » 


(M, T, FLETT) _ 
4 


L : wool on 
Substantial sale tI Uni unfavourabie balance with 
that country should be excessive, 
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cc, Mr. Hardman 
Mr. Skilton. 
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19th Mey, 1950. 


Dear ‘Milner, 
O.N.C. Submission on Japan 


I am writing to confirm our telephone conversation 
this morning when I told you thet the Ministry of Food had no 
Gbjections to the amendments proposed by yourself ami by 
Jackling. 


I gathered from you, however, that Jeckling's 
suggested draft paragraph is going to be considerably re-drafted 
emi we should like to see the phrase “unier the Agreement” 
inserted after “do not prejudice purchases” on the penultimate 
line of the first page of Jackling's amendment. 


I ea copying this to Young, Crowther, Percival, Rosser 
and Dutton. 


Yours sincerely, 


A. R. G. Raeburn. 


. Milner, Eaq., 
Cebinet Offices, 
Great George Street, 


S. W.1 6 
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Your telegram No. 329 /of 16th May: Japanese Trade - 
Proposed transfer from Norwegian to S.C.A. P. account /. 


We cannot agree to this transfer from a transferable account 
country. We will cover general point in your telegram No. 320 
r fof 12th May / in the instructions for the negotiations. 


2 


_J 


Reg =: THE EAST AFRICAN OFFICE. 
KENYA - TANGANYIKA - UGANDA - ZANZIBAR. 


GRAND BUILDINGS, TRAFALGAR SQUARE, LONDON, W.C.2. 


TELEPHONE: WHITEHALL 5701/2 


REN/DEB 17th May, 
56/1 boo Os 


Dear Rosser, 


With further reference 
to my conversation with you on 
the subject of imports of Magadi 
soda ash into Japan, I enclose 
for your information exchange of 
correspondence with the Chairman 
of Magadi. 


Yours sincerely, 


= 


j 
4 f naps : 
qj f Aces! fir wih if i | ‘% ff Pe. 
a — uf " - Ls 


Bast African Commissioner. 


SUPPLIES : 
| OMAY 1950 | 
D-H. Rosser, Esq, | REGISTRY. 
Colonial Office, ea 
Sanctuary Buildings, 
Great Smith Street, 
SaW. 1. 


THE MAGADI SODA COMPANY LTD. 


Nobel House, 
Buckingham Gate, 
London,s.W.1. 


16th May, 1950. 
Dear Norton, 


Thank you for your letter Of the 12th May, 
which has been forwarded on to me from Winnington. 


We are of course aware that the main obstacle 
So far to the issue of import licences for Magadi Ash has 
been the Japanese alkali manufacturers, and we had hoped 
that the new trade agreement which is to be negotiated 
Shortly might have specified Magadi Ash by name so as to 
remove at any rate one excuse for the inability of the 
Japanese to import. We have been told by the Board of 
Trade, however, that once again the new agreement is 
to be on an all-Commonwealth basis, and that specific 
products will not be mentioned. Moreover, there seems 
no possibility of Kenya being put in the same position 
as Burma, Pakistan and Ceylon, who have been able to make 
their trade with Japan self-balancing within the framework 
of the present Commonwealth agreement. 


We have considered re-stating our point of 
view to the Board of Trade at "Under-Secretary" level, 
but have not yet done so as it would appear to be unlikely 
to lead to any useful result. 


Langford will be back about the beginning of 
next month, and may have some more news for us about his 
talks in Kenya, and we Shall of course be very pleased 
to have a talk with the Colonial Office representative, 
and the European resident in Tokio mentioned in your 
letter, when he is over here in the summer, 


With kind regards, 
Yours sincerely, 


(Sd. ) A.E.J. Gawler 
R.E. Norton, E8sq., CMG. ,»OBE., 
East African Office. 


COPY 


iS 


REN/DEB 12th May 
56/1 


LDD*:08 


Dear Gawler, 


No doubt as the outcome of conversations 
between Langford and Hope-Jones, the Member for Commerce 
and Industry, a telegram has been sent by the Kenya 
Government to the Colonial Office asking the latter to 
give what assistance they can in regard to the entry 
of Magadi soda ash into Japan. [I have had a conversation 
on the telephone with the representative at the 
Colonial Office who attended the Japanese trade talks 
last year. In his view the argument about shortage of 
sterling which has been put forward by the Japanese 
Government is merely an excuse, and there are in fact 
more powerful interests at work in Japan preventing 
the issue of import licences. He told me that a 
prominent European resident in Tokio whom he met during 
the course of the trade talks and whom he thinks will be 
in a position to give valuable advice about the best 
method of overcoming the present impasse, will be over 
in England in the early summer. He proposes to have a 
preliminary discussion with this person, and may later 
suggest a meeting with you and representatives of I.C.I. 


Yours sincerely, 
R.E.N. 


A.E.J. Gawler, Esq, 
Chairman, 

The Magadi Soda Co. Ltd., 
The Avenue, 

Winnington, 

Northwich, 

Cheshire. 


Mr. D.H. Rosser, Colonial Office. 
With the Compliments of Mr. Crowther. 
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_ REGISTRY 


En clair O.N,C. DISTRIBUTION 


FROM TOKYO TO FOREIGN OFFICE 


Sir A. Gascoigne De 3.12 Dem. 18th May, 1950 
No. 334 
18th May, 1950 Re 4.32 pem, 18th May, 1950 


DRIVE 


Japanese trade arrangement. : » 
Review of the years plan, 


» We now have the position so far as it can be | 
ascertained as of 30th April, The figures have been 
supplied by S.C.A.P, and carefully checked and re-checked 
by the Trade Co-ordinator in consultation with the 
Financial Adviser. We are reasonably satisfied that 
duplications have been avoided and that the figures are 
as accurate as can be hoped for. 


2. Japan's current sterling sales amounted to £14.9 
million (on tthe basis of contracts validated up to 

30th November, 1949 and known cancellations 18./ plus 
export letters of credit negotiated under new procedure 
from ist December, 191.9, to 30th April, 1950. 14.8 plus 
export. letter of credit outstanding as of 30th April 

11.4 (leaving £21,.2 million to complete the current sterling 
sales programme as indicated in the February review, ‘The 
carry over figure for Japan's sterling sales as of 

Ist July, 1949, is now reduced to £14,8 million, further 
cancellations having been brought to light. (Check total 
44.9 plus 21.2 plus 14.8 equals 80.9.) 


de Japan's current sterling purchases amounted to £49.7 
million (on the basis of contracts validated to 31st 
December, 1949, less known cancellations 39.0 plus sterling 
allocations from ist January to 30th April, 1950,8.6 plus 
contracts signed by Miti up to 30th April 2.1,. The 

carry over figure for Japan's sterling purchases as of 1st 
July is reduced to £8.4 million. Thus to maintain balance, 
Japan had still to expend £22.8 million. (Check totals 
49.7 plus 8.4 plus 22.8 equals 80.9). There can obviously 
be no question of our attempting to take up at this late 


/date the potential 


Tokyo telegram No, 334°to' Foreign Office 
. s 5 : ui 


date the potential exéra purchasing power arising from the 
fact that the nett carry over figure against us has proved 
to be only £6.4 million. 


4, Thus (due largely to heavy sterling area purchases 
from Japan in April coupled with S.C.A.P.'s abstentions) 
the balance has now swung slightly against us. We are 
urging §.C.A.P. to authorise additional sterling purchases. 
The import budget for the June quarter is at present only 
£6.1 million (of which-noné was allocated during April) 
but we are informed confidentially that arrangements are 
in hand for the allocation of another £7.9 million. Thus 
there would still be some £8,8 million leeway to make up 
if we could count on the balance of purchases scheduled by 
the sterling area being made, 


De The foregoing takes: no account of invisibles, of 


which we hope to hevé a revised estimate soon. Meanwhile 
we continue to assume that they will end up not is fron 
approximate balance. | 
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Cypher/OTP GIST’ | OLN... DISTRIBUTION 


PROM TOKYO TO FOREIGN OFFICE 


Sir A. Gascoigne 
No. 330 D. 11.52 a.m, 16th May, 
16th May, 1950 Ree = 2.2 p.ile. loth May, 


DRIVE 
My immediately preceding telegram, 


If Treasury are prepared to authorise such 
transfers you will no doubt wish us to ensure 
during forthcoming trade negotiations that this and 
any other third country transfers which may be 
permitted are kept within the bounds of an overall 
balance of sterling trade between Japan and non 
participants, 


938 
@ 


Pr clair O.N.C. DISTRIBUTION 


FROM TOKYO TO FOREIGN OFFICE 


Sir A. Gascoigne D. 11.49 a.m. 16th May, 1950 
No. 329 


16th May, 1950 pee 2.26 p.m. 16th May, 1950 


DRIVE 


Japanese trade. \ R' 
or 
Proposed transfer from Norwegian to 8.C.A.P. ascount. 


G.H.Q. have been approached by prospective Norwegian 
buyers of Japanese wholers wh) wish to pay sterling. The 
Controller has asked the Financial Adviser to ascertain 
whether provided there were no Norwegian objection His 
Majesty's Treasury would be prepared to agree to transfers 
from Norwegian to §.C.A.P. account to an amount not in 
excess of £/40,000 over the next eight or ten months. We 
shall be grateful for an early reply. See my immediately 
following telegram, 


bbbbb 


16996/77/ 50 
Saving. 


From th cretary of State for the Colonies. 


To the Officer Administering the Go Oh ce a cise ce aie 
| g the Government o we Cn 


Your Saving No. 699. 


Trade with Japan - Magadi Seda Ash, 


This was the subject of many discussions in Tokyo last 
summer between the Colonial Office representative at the trade 
negotiations and the Chief of the Foreign Trade Division of S.C.A.P. 
and many others, The matter has also been discussed with the 
East Afrigan Commissioner in London,who is a director of the 


Company. 


It would appear that the current reason for refusing to 
license the importation of Magadi soda ash is shortage of sterling 
but it is thought this is an excuse and that the interests seeking 
to obstruct the trade are more powerful than their rivals. 


A prominent contact man is expected in this country 
within a few weeks and it is proposed to discuss the matter with 


hin. 


You will be notified of developments. 
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Cypher/OTP. O.N.C. DISTRIBUTION, 


ROM TOKYO TO FOREIGN OFFICE, 
Sir 4. Gascoigne. 
No, 320, 


D. 10.32 a.m. 12th May, 1950. 
12th May, 1950. oe ae Legs 


R, 11.50 a.m. 12th May, 1950. 


PRIORITY. 
CONFIDENTIAL. 
DRIVE. 


Addressed to Foreign Office telegram No. 320 of 12th May, 
Repeated for information to the UKHC Colombo. 


Japanese Trade arrangement.: Ceylon, 


General Headquarters have received via the State 
Department a telegram from the United States Embassy 
Colombo stating that the Government of Ceylon are 
anxious to send a special representative to Tokyo for 
trade negotiation and enquiring whether if he arrived by 
lst June he would be able to participate effectively. 

The Government of Ceylon also wish to know how long 
the talks are likely to last. 

mar General Headquarters have answered that they have 
no objection for their part to the despatch of an Ceylon 
representative provided he is cleared through this mission 
in the normal way; and that they have referred the question 
asked by the Ceylon Government to us for reply. 

oP de do not yet know your target date for the 
beginning but presumably the Ceylon representative would 
not have lost much by not arriving by lst June. (‘Je had 
however hoped to be spared the presence of another 
Commonwealth colleague and were not even aware that Ceylon 
had decided to participate). As regards the probable length 
of the negotiation it is obviously impossible to foretell 
but would suggest a safe answer would be upwards of a month. 

Foreign Office please pass to United Kingdom High 
Commissioner Ceylon as my telegram No.8). 

[Copies sent to Telegram Section Commonwealth Relations 
Office for repetition to UKHC Ceylon, 
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Telegrams marked CYPHER (TYPEX) must first be paraphrased if communicated 
Pel to persons outside British or United States Government Services ; telegrams marked 
CYPHER (SIMPLEX) should be paraphrased where possible. 


Any telegraphic retransmission of a cypher telegram marked other than O.T.P. 
must be in a One Time System. 


ea Telegram from Commonwealth Relations Office 


WPARTMENT, 
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Cypher/OTP . O.N.C.’ DISTRIBUTION 


FROM TOKYO TO FOREIGN OFFICE 


Sir A. Gascoigne . 
No. 309 D. 7.16 a.m. 11th May, 1950 
11th May, 1950 R. 9.26 a.m. 11th May, 1950 


PRIORITY &E 
CONFIDENTIAL TS MAY 195, 
DRIVE yo 24 IST R) 


My telegrams Nos. 285 and 287. Japan - Sterling area 
trade arrangement. 


The Financial Adviser has been [? gp. omitted] by Hale, 
now Chief of the Foreign Trade and Commerce Division, 
Economic and Scientific Section, that he has sent the 
schedule of the sterling import requirements back to Miti 
with instructions to maximise wherever possible their 
proposals for sterling procurement. He feels that they 
have been inhibited by their interpretation of General 
Headquarters previous procurement policy and considers that 
in the altered circumstances of the drastic reduction of 
dollar aid an entirely fresh approach is necessary. He 
has therefore suggested to them that they should predicate 
their planning of sterling procurement on the extreme assump- 
tion that during 1950-1951 fiscal year there might be no 
(repeat no) dollar aid. 


fae We must expect therefore to be confronted with a 
demand for sterling goods considerably in excess of the 
amount of 89 million pounds which was Miti's proposed 
Opening bid. 


3. Our Indian colleague is predicting that there will 
be "fire-works" at this year's negotiation. He is deter- 
mined that India shall play a much more active role in the 
negotiation this time and enjoy a much larger share inthe 
trade plan. He disagrees with the proposal that sterling 
area purchases from Japan shall continue to be limited to 
essential requirements (unless he receives categorical 
contrary instructions from his government) and might support 
S.C.A.P.'s expansionist ideas. Our Australian colleague 
appears to share Chettur's views and there is no doubt that 


fall three of our 


CONFIDENTIAL 


Tokyo telegram No. 309 to Foreign Office 
ke eae 


all three of our Commonwealth Governments are determined 
this year to resist anything that may appear to be an 
attempt at United Kingdom "domination" of the negotiation, 
such as they allege was a feature of last year's conference. 
4. It is with these considerations in mind that>we 


venture to refer you once more to paragraph 2 and paragraph 3 
of our telegram No. 274. 


8888 
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Telegrams marked CYPHER (TYPEX) must first be paraphrased if communicated 
to persons outside British or United States Government Services ; telegrams marked 
CYPHER (SIMPLEX) should be paraphrased where possible. SUPPL 


Any telegraphic retransmission of a cypher telegram marked other than O.T.P. 
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must be in a One Time System. | 1 MAY 1950 
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@ Inward Telegram to Commonwealth Relations Office’ 


ALLOUTED TO ECONOMIC 
CYPHER (SIMPLEX 


FROM: CEYLON (GOVT. ) 


D. Colombo 16-00 hours 
Re 13.45 hours 


IMMEDIATE 


No. 88 CONFIDENTIAL \ 2 } 


Your telegrams Nos. 42, 46 and 54. 
TRADE ARRANGEMENTS WITH JAPAN 
We agree to continuance of present arrangements for 
with Supreme Commander Allied Powers (S.C.A.P.)e Following 
views on issues raised. 


Estimated export availabilities from Ceylon during period 
July ist 1950 to June 30th 1951. Total approximately Rs. 21.3 
million repeat Rs. 21.3 million comprising graphite 3,000 tons value 
Rse 1,8 million coir fibre 5,000 tons value Rs. 3.2 million copra 
and coconut oil 5,000 tons value Rs. 8.8 million rubber 2,000 tons 
value Rs. 4.9 million, tea 100 tons value Rs. 0.7 million cacao 600 
tons value Rs, 129 million. All prices ceief. Japan and quantities 
based on estimated requirements of Japan. If requirements are greater 


availabilities can be increased, 


Ze Estimated essential import requirements during the same 
period total Rs. 64,9 million repeat Rse 61.9 million comprising 
cotton piece goods. Rs. 40 million art silks Rs. 5 million tea chests 
RSs 205 million cotton yarn and twist Rs. 2 million cement Rs. 1 
miilion paper Rs. 1 million machinery Rs. 1 million iron and steel 
goods Rs, 1 million and miscellaneous goods Rs. 6.4 million. ‘These 
essential requirements are greater thanfigures for 1949/50 for following 
reasons: Ceylon requires large quantity essential manufactured 
goods, particularly cotton piece goods from Japan to keep down rising 
cost of Living. With prohibition of imports of cotton piece goods 
from dollar sources, consequent on sterling assets agreement with the 
United Kingdom our chief source of cheap cotton textiles is Japan. 
Further, as pointed out previously our import allocation in 1949/50 
fell far short of requirements. Lastly owing delay in finalisation 
Ceylon's import allocation: during 1949/50 and consequent delay in 
issue of import licences Ceylon's imports from Japan during current 
year far short of requirements. 


Be Ceylon's attitude on United Kingdom's tentative preliminary 
views on attitude of sterling area participants in negotiating 
renewal of trade arrangements with S.eCeAeP. is as follows 
(a) agree that primary objective should be to achieve balance 
of trade at levels sufficient to satisfy all essential 
requirements of participants and avoid any dollar 


ALi sblAlieye ss. 


liability. & 


(b) Agree that some modification necessary of present obligation 
in trade arrangement whereby each party must match 
purchases by the other up to any level so that 
sterling area participants may not be forced to buy 
non-essential commodities from Japan and that South 
Bast Asia may not be denuded of essential goods such 
as foodstuffs required for economy of those countries. 
We therefore agree that any purchases by each side 
over and above certain level should be subject to discussion 
with SsCoAePe 


(c) Agree that itemisation of commodities unnecessary 
in final arrangement although such itemisation 
desirable during the negotiations. 
(d) Agree that war trade between Japan and sterling 
area not so stabilised as to justify an agreement 
s for over one year, 


Oo 
negotiations we propose send our own representative participating 

in talks. We shall be glad for such assistance and support as your 
representative can give hime We agree that negotiations for next 
renewal of present trade arrangement should take place as early 

as possible-in view of unavoidable delay inaccurately estimating 

our export availabilities and import requirements. We have not been 
able to make necessary arrangements ‘to send a representative 

to Tokyo by 15th May» If it is possible we should like initial 
negotiations to be postponed until about 29th May by which date 
Ceylon's representative:could be present in Tokyo. Please telegraph 
whether such postponement possible-or else inform us when next 

round of negotiations likely to take place so that our representative 
may attend, 


le While grateful for. offer of representing Ceylon at 
D 


Copy to:=— D.II. 


C.L.C. DISTRIBUTION PLUS 


C.R.O. Mr. Dutton 
Treasury Mr. DeO. Henley 
B/Trade Miss SD. Wingate 


Colonial Office Mr. 
Foreign Office Mrs 


Rosser 
Crowther 
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(QUIREMENTS OF COTTON TEXTI 


Note by the Colonial Office 


The estimsted essential requirements of 
cotton textiles for the Colonies from Japan in 
1950/51 are, as given in paragraph of the 
Overseas Negotiations Comnittee's psper, 
£2229 million. This represents an increase of 
£3-8 million over the estimated requirements in 
1949/50, end of 4.4 million over the best 
estimate that can be obtained of the sum actually 
being spent on Japenese textiles during tHe 
1949/50. 

2e in the Board of Trade's note of 
reservation to the recommendations of the Over- 
sees Negotiations Committee reasons are given 
why the Board of Trade representatives on the 
Committee consider that the Colonial estimate is 
in excess of essential requirements. The Colonial 
Office, therefore think it necessary to record 
the following:- 

(a) The Colonial estimates of essential 
reguirements of textiles from Japan in the next 
period were furnished by Colonial Governments 
themselves with full knowledge of the criteria 
e@gainst which the essentiality of these re uire- 
ments should be judged. 

(b) Only the Colonisl Governments have 
detailed knowledge of the textile sup lies position 
in the individual territories, in the light of 
which the essential requirements from Japan can be 
estimated. The Colonial office, from a careful 
scrutiny of the estimates, have no reason to 


/suppose 


suppose that these are inflated or represent non- 


essential requirementse 


(c) ‘The fact that the estimeted requirements 
for 1950/51 show an increase over the current 


period is accounted for very largely by the present 


high price of Germen textiles. Jince Colonial 
territories have been practically stopped from 
buying dollar textiles they have turned very 
largely to Germany and Japsn 8s well as to this 
country for their supplies, but recently, Germany 
hes priced itself out of the market and estimated 
reyguirements from Japan reflect this. 


(a) The decontrol of Indian export prices 


for textile exports resulted earlier this year in 


@ price increase of <0.. This has checked the 


increase in Colonial demand from India. In any 


case, India does not supply the whole range of 
types required by the Colonies. 
Be 


to the possible efrect/of approving the figures of 


The Board of Trade's note also refers 


“@olonial reguirements, mentioned in the main paper, 
{ upon Lancashire's position For the reasons stated 
in the previous paragraph, the Colonial office do 
not believe that the incresselrequirement will be 
at the expense of Laneashire, especially as 
Lanceshire order books sre understood to be full 


for at least a year ahead. Moreover, even if 


this were not so, the Colonial Office hold strongly 
to the view that the only ground on which they oo uld, 


af it proved necessary, inform Volonial Governments 
that essential reyuirements from Japan, as stated 
by Colonial Governments and endorsed by the 
Overseas Negotiations Committee, could not be 
supplied would be that meeting them would involve 
/ the 


the risk o: loss of hard currency.. 

It is an essential feature of import 
licensing policy in the Colonies that licensing 
is used solely for the purpose of saving gold 
and hard currencies. Because of this, it has 
been possible to effect large reductions in 
dollar importing without political trouble. The 


whole of the dollar-saving effort would be 


jeopardised if it appeared that import licensing 


was being used for different purposes e.g. to 


secure a sheltered position for U.K. manufacturers. 
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Inward Telegram to Commonwealth Relations Office 


ALLOTTED TO KCONOMIC (IV) DEPT, 


CYPHER (SIMPLEX 
FROM: AUSTRALIA (GOVT,) 


D. Canberra 12.30 hours, 9th May 1950 
Re 06.55 hours, 9th May 1950 


Noe 108 RESTRICTED 


| 


Your cablegrams 28, 71, 76. 
TRADE ARRANGEMENT WITH JAPAN 


aby We contirm that we are desirous of an arrangement much 
along the lines of that now in force for trade with Supreme 
Commander Allied Powers (S,C.4,.P.) being operated in 1950/51 
and are agreeable to the negotiations for the renewal of the 
arrangement being opened on 15th May 1950, subject to United 
Kingdom cabl.egram 82 and our 160. 
De During last two years' operation of the arrangement 

‘apon and sales to Japan have 
been adversely aflected by certein participating countries 
over—purchasing Curing certain periods and under—purchasing 
in other periods, Wo are anxious to ensure that all 
participating countries make accurate estimates of their 
essential weguiromcnts for 1956/51 and also undertake to issue 
licences to the Jl extent of their allocations in a regular 
and systematic manner, 


i 
fustralia's purchases from J 


Be Our saics and nurchsses for 1950/51 are estimated as 
follows - 


Sales ceiet. Japan 


Wool 13,267, 
Wheat 5,000, 
Other grains 1,000 
Miscellaneous 200, 
Total 19,467. 


Purchases (f.0ebe Japan) esseutials only 


Tinplate 863, 

Steel and steel manufactures 6,400, 
Copper 3,800, 

Textiles (including raw silk) 2,340, 
Timber 1440, 

Machinery and electrical appliances 300, 
Miscellaneous 420, 

Territories 300, 

Total 11,863. 


411 values are in thousands ot pounds sterling. 


le Licences are now being issued for amount of Australian 
f BhEPGs sqecuas 


SD! J 


share of additional allocation of purchasing power from the 
1949/50 arrangement and we will authorise during the period 
between now and end June additional licences to bring total 
up to 25% of estimated purchase demand set forth above, 


Copy to:- 


C.L.C. DISTRIBUTION PLUS 


australia House 
Treasury 
B/Trade 
Colonial Office 
Foreign Office 


Mr. Vea. Clarke 
Mr. D,O, Henley 
Miss §.D. Wingate 
Mr. D.eH. Rosser 
Mr. F.H. Crowther 
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16996/7 /4 / & ¥ Buildings, 

qt Smith Street, 
3.4. ] 
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Miss Wingate, 


Will you please refer to Drive No.280 
“Tokyo, dated 28th April, abc 
rubber from Malaya? 


from 
ut the suoply of crude 


We took this up with Singspore 
heard from the nor that the required amount 
“@an be supplied subje Oo Japanese buyers paying 
yline market ori Incidentally, we do not 
SS derstand telegram No.410 from Sinrapore to the 
95 Fpreisn Office as we have not seen telerram No.65 
‘yom Tokyo referred to therein. 


and have nc 


WW 


y 


Yours sincerely, 


(E.M. Beck (Miss) ) 


FURTHER ACTION 


¥incate, 
ard of Trade. 
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Estimates of Essential Requirements 


& ,000 
@ Estimated Percentage 
Por 1949/50 x for 1949/50 for 1950/51 increase 
Australia 2,960 12,500 322 
(subs increased 
to 4.960) 
New Zealand 448 600 45 
(sub increased 
to 831,000) 
United Kingdom 25436 49325 76 
(excluding grey cloth 
for Colonies) 
Colonies 27,884 34,200 12 


z ONWP(49)74 
Estimates. of Colonial Textile Requresents 
& ,000 Percentage 
® 4949/50 1950/54 inerease 
To Colones direct 919,155 22,917 19 
Via United Kingdom 4,000 9,200 130 
Total 25,155 52,117 38 


ee 


x ON.WP(49) 74. 


It will be noted that the increase in direct requirements in 19), while 
requirements Yia United Kingdom have risen by 130%. It should further be noted 
that £9,200,000 required from the United Kingdom is bought from Japan because 
the United Kingdon is unable to supply. Thus were the United Kingdom able to 
weave all the cloth which is processed in the United Kingdom the Colenial 
requirement of S. and P. textiles might be £22,917,000 against a total estizated 
requirement last year of £23,155,000. 


The main reasonsfor the increase in Colonial requirements fran United 
Kingdom/Japan are:- 


(a) Germany has ceased to be an exporter of textiles since last Novexber 


and there is no indication that she will be re-entering the market in 
the near future. 


(ob) the abolition of price control on Indian exports, resulting in increase 
in prices whieh has eliminated India as a valuable source. 
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TABLE I 
Figures of requirements from Japan 


All goods by direct shipment 


Estimated Requirements Allocation under the Estimated require- Percentage increase Percentage increase 
for 1949-50 Trade Arrangement ments for 1950-51 of (3) over (1) of (3) over (2) 


Colonies 27,600,000 () £2, 4.00 , 000 £31, 200,000 
La +4 


Australia 4,960,000 £6, 210,000 42,500,000 


Non-textiles 3,886,000 4., 325,000 


All goods (2) 11, 386,000 42,235,000 


India 5,372,000 6,222,000 6,375,000 


United Kingdom oe 


£5,000,000 purchasing power which was distributed later in the yearjas a result of SCAP's large purchases from nonFparticipants. 


The Board of Trade considers the figure pf £27,600,000 misleading, qince it includes an estimate of £19,100,000 for textiles by direct 
shipment, whigh the Board of Trade consifiered much too high. This jestimate of £19,100,000 was based on the Colonial Office assumption 
at that date that the Colonies would takp less than £4,000,000 Japanese textiles via the U.K In considering these figures for direct 
shipment, therefore, it must be borne in| mind that,in the estimate ffor the year 1950-1951, thpe figure for eee of 
Japanese cloth via the U.K. has been inqreased 130%. The Board of jTrade, therefore, insist} that the two categories, direct and via the 
U.K., must be|tsken together for any valid comparison of Colonial requirements. 


(a) In this Be in Table II, the secohd colum, “Allocation unde the Trade Arrangement",] includes the appropripte share of the additional 


(8) When the Delegation left for Tokyo last year, there was no estimate |of U.K. textile requirempnts because the Board of Trade was unable to 
accept the proportion, in the C.0. estimate of requirements, as between direct shipment and Via the U.K. (See Nate () ). The allocation 
between U.K, & Polonies was therefore lef over to be made by O.N.C. after the Delegation's rejturn. 
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INWARD TELEGRAM 
TO THE SECRETARY OF STATE FOR THE COLONIES 
~ ‘ ‘~) te a ZN aN 
@ mote copy FOR Kein RANION 
FROM SINGAPORE (Sir F. Gimson) 


D. 9th May, 1950. 
oe e 14.45 hrse 


PRIORITY 
No. 34h. 


Japanese Trade Arrangements. 


2A Your telegram No. 445. 


Amount can be supplied subject to 
Japanese buyers paying ruling market price. 


CONFIDENTIAL 


MINUTES OF THE FIFTY-SIXTH MEETING 
OF THE STERLING ARBA WORKING PARTY 


HELD IN ROOM NO. 520, EMPIRE HOUSE, 
ON MONDAY THE 8TH MAY, 1950, AT 
Bite psm. aa 


PRESENT: 
Mr. K.K. Chettur Head of the Indian Liaison Mission 
(In the Chair) 


Mr. H. H. Thomas ° Financial Adviser, United Kingdom 
Liaison Mission 


Mr. H.C. Menzies Australian Commercial Counsellor 


Mr. R.L.G. Challis New Zealand Government Trade 
Representative 


Mr, E.C. Penson Trade Promotion Section, 
United Kingdom Liaison Mission 


Mie) idles, ut Sterling Area Trade Co-ordinator , 
Secretary to the Working Party 


Minutes of the last meeting 


abe The minutes of the meeting held on the 2lst April were 
approved. 


SCAP's sterling position 


Gis Mr. Hunt referred to the statement of SCAP*s sterling 
position prepared by the Deputy Chief of SCAP's Banking & Foreign 
Exchange Division (a copy of which is attached to these minutes as 
enclosure 1) and it was agreed that this indicated a considerable 
improvement as compared with his position on January lst 1950. 


Ny: Mr. Hunt said that the review of Japan's sterling trade up 

to the Jlst March had still not been completed, but that such 
figures as he had now been able to obtain tended to confirm the 
fact that SCAP not only had a favourable balance, but, unless 

he at once took steps to release more sterling for the importation 
of commodities from the Sterling Area than he had at present 
allowed for in his import budget for the second quarter of the 
Calendar year, there was a likelihood that the Sterling Area would 
again end the trading year with an unfavourable balance. 


lh. It was agreed that the Co-ordinator should draft a letter 

to SCAP drawing attention to this position and urging him to take 
immediate action to keep his trade with the Sterling Area in 
balance, In particular he should draw SCAP's attention to the 
fact that whilst supplies of iron ore and of hides and skins were 
available from Sterling Area sources, SCAP had recently made or 
proposed to make purchasesof the former from French Indo-China, 
and of the latter from U.S.A. 


/Date 


7} 

=e 
Date of negotiations for next Trade Arrangement 
(Ref. para. 9 of the minutes of last meeting). 


Bie Mr. Hunt said that he had been informed verbally by SCAPts 


Sterling Co-ordinator that they were assuming that negotiations 
would begin on Thursday the 25th May. 


6. Mr. Thomas said that he had not yet received a written 
reply to his letter to General Marquat on the subject. 


SCAP's purchasing programme for the next Trade Arrangement 
period. 


(ee In reply to enquiries the Co-ordinator said that he had 
been informed that SCAP considered the tentative programme of 
purchases and sales prepared by M.I1I.T.I. to be completely 
unsatisfactory and unreliable, and Mr. Greco had been instructed 
to improve upon it. He understood that Mr. Greco had completed 
his task, and that the programme was now being considered by 


other sections of SCAP concerned. 


8. Mr. Chettur, Mr. Menzies and Mr. Challis said that they 
expected that the requirements of their governments from Japan 
for the next Trade Arrangement period had been notified to 
Londen. Mr. Chettur said he had received information on the 
sub ject. 


Date of next meeting 
The next meeting of the Sterling Area Working Party will be 


em. with Mr. Menzies in the Chair. 


Delis TIM, 
Secretary, 
Sterling Area Working Party. 


Enclosure 1 


GENERAL HEADQUARTERS 
SUPREME COMMANDER FOR THE ALLIED POWERS 
Economic and Scientific Section 


@ APO 500 


7 


Mr. H.H. Thomas 

Financial Counsellor 

United Kingdom Liaison Mission in Japan 
British Embassy 


FINS oe Tr An 
Tokyo, Japan 


5 May 1950 


Dear Mr. Thomas: 
Sterling Position 
As requested, there is indicated below figures covering the 
Sterling Position of SCAP and the FECB, as of the close of 
business, 30 April 1950. 


SCAP Cash Balance Liabilities under 


Hongkeng & Shanghai Bank 


Chartered Bank 
Mercantile Bank of India 


Total 3 (Sc ING: PLT, Yau se 72.5 
FECB 


Hongkong © Shanghai Bank 
Chartered Bank 

Mercantile Bank of India 
National City Bank, London 
Chase Bank, London 


BG 15 5 LOO G's £6,591 622: 


Amand Total £16782 21. 3. £18,0h6,09). 


Estimated amount of Export L/C outstanding 
not yet negotiated £12 ,160,526. 


(1) L/C still to be issued £556,,525.10 50 
(2) L/C still to be issued £8,66l),,000.0.0 


Yours very truly, 


REGINALD H. MARLOW 
Deputy Chief, 
Banking & Foreign Exchange Division 


(3075) Wt. 38511—P166 100m 1/50 A.O.St 


Telegrams marked CYPHER (TYPEX) must first be paraphrased if communicated 
a to persons outside British or United States Government Services ; telegrams marked 
CYPHER (SIMPLEX) should be paraphrased where possible. 


Any telegraphic retransmission of a cypher telegram marked other than O.T.P. 
must be in a One Time System. 


@_Outward Telegram from Commonwealth Relations Office 


AUSTRALIA (GOVT, ) 
NEW ZEALAND  " 
SOUTH AFRICA “ 
INDIA 


1 4k) PO = 
» . 


OBMVT ON 
UB Y LON 


IMMEDIATE 

Ane NOe Y 
No. 46 
NOe 23 
No s ho 
No. 60 


a Addressed to Governments of Australia No. S15) 
New Zealand Noe 46, South Africa No, 23, India No. 46 
Ceylon No. 60, . 


MDAT werent TAT 
LRADs WITH JAPAN 
ESL LE EL PEE 


of 31st March, 


In our discussions on line to be taken at forthcoming 
negotiations with Supreme Commander Allied Powers (S.C,.A.P We 
several important problems have arisen which we do not ey 
think can be settled by 15th May. We have therefore 
reluctantly asked S.eCeiePe for a postponement of talks for 
& weck or 10 days and we hope that this will not cause 
inconvenience to other participants. 


Treasury Mr, Milner 
Mr. DO. Henley 
ih Mr. JeH, Martin (4) 
B/Trade Miss 8.D. Wingate 
Cablegram Section (10) 
Colonial Office. Mr. D.H. Rosser 
Foreign Office Mr. F,H. Crowther 


This is an unparaphrased version of a Secret cypher message and unless it is 
marked O.T.P. (One Time Pad) or Publex must first be paraphrased if commun- 
2 icated to persons outside British and United States Government Services. 


Any telegraphic retransmission of a telegram marked Publex'or Typex must be 


in a One Time System. j 


J 
Outward Telegram from Commonwealth Relations Office 
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ECONOMIC (IV) DEPT. 
CYPHER (SIMPLEX) 


TO: U.K. HIGH COMMISSIONER IN CEYLON 


(Sent 12.10 hours, 8th May 1950) 


PRIORITY 
NOs he 1p 


Le Absence of any estimates for Ceylon's essential 
requirements on Japan in period 1st July 1950 to 30th 
June 1951 is causing us serious difficulty in considering 
line to be taken at forthcoming negotiations with Supreme 
Commander allied Powers (S.C.A.P.), and is one reason why 
we have had to ask for postponement of discussions. 


Qe Please therefore urge Ceylon authorities once more 
to provide estimates as soon as possible, 


Copy to:- 


Treasury Mr. F. Milner 

Mre DO. Henley 

Mrs J.H. Martin (ul) 
B/Trade Miss S.D. Wingate 

Cablegram Section (10) 
Colonial Office Mr. DoH. Rosser 
Foreien Office Mr, F.H. Crowther 


OM TOKYO 'TO FOREIGN OFFICE. 
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FROM TOKYO 20 FORE 


Sir A. Gascoione 
No. 301 
5th May, 1950. 


PRIORITY 
CONFIDENTIAL 
DRIVE 


working of 
contracts. 
tO the adminis 


implement th 


(presumably [gp. undec. ] 
issue and use of licences 


IN OFFI 


O.N.C, DISPRTBUTION 


s ape ey: 5) are 
&.m. 5th May, 


2. 3D.m. 5th May, 


’ 


ES A lt) 
ap Oo 
a dB inde 


a 


ph 1 and confirm that 


J. 


acts placed as "impossible" 


O-ordination here, 


owever (in the light of 


ticular of the 


, 7 


A cl 


tional 


we propose 


about Colonial purchases) 

to [gp.undec.] 
are no records of 
fully briefed as 

pect to adopt to 
implementation 


equent review of the 


ose watch on payments 


7 
> 


CNnECK. 


‘e 


| En Clair O.N,C. DISTRIBUTION 


FROM SINGAPORE TO FOREIGN OFFICE 


(From Commissioner General for the United Kingdom in 
South East Asia) 


Mr. MacDonald D. 6.27 a.m. 4th May, 1950 


No. 410 
4th May, 1950 R. 7.45 a.m. 4th May, 1950 


PRIORITY 
DRIVE 


Addressed to Tokyo telegram No, 63 of 4th May 


Repeated for information to Foreign Office. 
Your telegram No, 65: Crude rubber. 
Malaya can supply the required amount of rubber. 
ADVANCE COPY 


Head Economic Relations Department 


Inward Telegram to Commonwealth Relations Office 


Xe 


COPY 
ALLOTTED TO ECONOMIC IV DEPT, 


FROM: THE MINISTRY OF COMMERCE, NEW DELHI 
TO: COMMONWEALTH RELATIONS OFFICE, LONDON 


Da 4th May, 1950 
Re 10th May, 1950 


No. 09610 


"your telegram No. 34, dated 21st April. 
TRADE AGREEMENT WITH JAPAN 
26 Our general attitude for next Trade negotiations is ag fehlews: 


We feel that so far as our programme of buying from Japan 
is concerned we must be guided by our requirements and the 
availability of capital and other essential goods and raw materials 
in Japan, together with considerations of comparative prices and 
delivery dates. Our understanding of the position is that in view 
of recent difficulties in making adequate purchase on accguni of 
Sterling shortage, Supreme Commander Allied Powers (SoC, AP, ) 
is not likely to be difficult on the question of convertahility 
and we think, therefore, that the emphasis should be laid not so 
much on convertibility or the need to balance the Trade as on the 
intrinsic commercial requirements of the sterling area participants. 


3e In view of the above we would favour the following approach 
at the forthcoming talks; 


(1) we should not depart from the existing egreed objective 
of maintaining Trade at the highest attainable level. 


(2) we would stress the importance of endeavouring to cenvert 
the Americans to the point of view that their insistence on 
convertability is not in anyone's interest, not excluding Japan, 


(3) we feel that any pressure by Japan to sell us none 
essentials can and should be resisted. However, given a suitable 
response on the convertability issue, there should be less 
hesitation on the part of Sterling area countries to accept sgme less 
essentials from Japane 


(4) we understand that detailed itemisation of commodities will 
be insisted upon by S.C.A.P. and M.A.T.1I. We do not see any strong 
reason to object to such itemisation if insisted upone 


(5) we agree to a one year Trade programme." 


Copy tos= Dells 
OVERSEAS NEGOTIATIONS DISTRIBUTION PLUS 
Treasury Mre DeO. Henley 
B/Trade Miss SeD. Wingate 
Colonial Office Mre DeH.e Rosser 
Foreign Office Mr. FeH. Crowther 


O.N.C. DISTE 


.IBUTION 


FROM TOKYO 10 FOREIGN OFFICE 


Sir A. Gascoigne Deo 7s ly Sse Shh) 
No. 297 


PRIORITY 
DRIVE 
My telegram No. 290. 
Peragraph 2 first sentence for "buy" reac 


Head Fer Eastern Department 


En clair O.N.C. DISTRIPUTION 
FROM. TOKYO TO FOREIGN OFFICE 


Sir A. Gascoigne De 5:32 Dem. Ord. May,. 1950, 


No. 294. 


3rd May, 1950. R. (2.55 pem. 3rd May, 1950, 


DRIVE 


—_-— 


Our telegram No. 277. ry 


Japanese trade arrangement: outstanding cotton 
textile contracts. 


Ministry of International Trade and Industry have 
canvassed the trade and the reports they have received from 
fifty seven of the most representative of the eighty firms 
regularly shipping cotton te.tiles show that there are at 
least the followine contracts for cotton textiles placed 
between 1st November 1949 and 15th April 1950 still awaiting 
import licences 


{thousand linear yards and £ thousand), 
United Kingdom 15896, 960, 
lOve=Me larry elsye 

South Africa 8857, 662. 
East Africa 14107, 1146. 
West Africa 3990, 303. 
Aden 2015, 178. 

Ceylon 1360, 86. 

Prinidsad. 336, 25. 
Singapore 1971, 118. 
Australia 637, 48. 
Jamaica 1148, 30. 

Malaya 91, /. 

Oman 155, i1« 


others. 9, 5s 

Check totals 30736, [sic] 363. 

2. Miti adduce that.[sic] foregoing as additional 
evidence of slowness in the issue of licences, particularly» 


in the United Kingdom-and the colonies. 


VV 


OUTWARD TELEGRAM 


O.N.C. DISTRIBUTION 


FROM FOREIGN OFFICE TO TOKYO 


No.254. 
3rd May, 1950. D.7.45 a.m. th May, 1950. 


PRIORITY 
CONFIDSNTIAL 
DRIVE 


Your telegram No.273 paragraph 4. 


The fact that Supreme Commander will no onger have 
record of validated contracts is surely no reason why the trade 
plan figures should not represent estimates of the orders which 
are, in fact, to be placed by both parties during the year. On 
the basis of these figures both partics can proceed without 
difficulty to the administrative measures necessary to implement 
them and will be able, in most cases, to check subscquently 
on the implementation, each from their own side. 


2. We egree (a) that it will no longer be possible to make 
a comparison in Tokyo of the trade plan figures with comp-rable 
figures of the actual outturn; and 


(b) that if a payments basis were used, it would still 
theoretically be possible to determine the correct import 
licensing policy to implement the trade plan. 


3. As regards 2(2) we do not feel that the ability to 
compare actual payments (if complete bank returns are available 
as planned) with expected payments, would be particularly 
advantageous from the point of view of deciding on changes of 
licensing policy. On 2(b) we prefer a contracts basis because 
(i) there is a relatively direct connexion between this basis 
and licensing policy; (ii) there is, therefore, a tighter and 
more uniform control over purchases throughout the sterling area; 
(iii) it obviates the need to bother sbout "carry-overs". 


4. Discussion of this subject is difficult by telegram, but 
Lingeman will be able to give a fu:ler account of our views and 
we are particularly anxious to know if you had anything more 
in mind then is indiccted in paragraph 2 (a) above, in saying 
that. "basis of contracts placcd is an impossible cone". It would 
be helpful if you could send a quick reply on this point. 


BBB 
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2nd MAY 50. 


The Commissioner for the Government of India 
in British Kast Africa, 
NAIROBI. 


sir, 

1 am directed to state that the Government of 
Kenya is seriously concerned at the repercussions likely 
to be caused on the economy of this Colony by the re- 
cent increase of customs duty imposed by the Government 
of India on imported soda ash, Not only does soda 
ash represent one of the Colony's most important ex- 
ports, but during the recent time of world shortage 
supplies to India were maintained at a high rate asa 
result of representations then received from the Gov- 
ernment of India, In the past, with the exception 
of 1949, when conditions were exceptional, Kenya 
exported a larger proportion of soda ash to India than 
to any other country. 


2. This trade has in the past operated to the 
mutual advantage of both countries. To illustrate 
this, during 1949 the Kenya product was sold in India 
at a price of Rs.210 per ton, excluding import duty, 
although it is understood that the average price of 
soda ash from other sources was considerably higher. 
As this commodity is an essential raw material in 
many respects of modern industry, the assistance pro- 
vided to industrial undertakings in India cannot, it 
is felt, fail to be appreciated. 


Se It is understood that the import duty payable 
on 4enya ash has been raised recently from 18% to 40% 
ad valorem. This, on a tariff valuation of Rs.270 
per ton, has increased the actual duty to be paid from 
about Rs.49 to Rs.108 per ton. It is fully apprec- 
iated that the object of this step is the protection 
of the Indian producer, but representations have been 
made to this Government by Kenya producers that the 
measure of protection now granted is, perhaps, ex- 
cessive as India is not self sufficient in supplies. 
It is stated that the prices which must now be paid 
by industrialists for imported soda ash are approx- 
imately three times higher than those operating in 
other industrial countries such as the United King- 
dom and France and, in fact, the rate of duty now 
levied on soda ash is the equivalent of the actual 
price in those countries, It is understood 

that, in addition to the protection afforded under 
the revised customs tariff, and the further relief 
against outside competition provided by freight 
charges, Indian produceys receive a subsidy of Rs.20 
per ton. 


4, I am to request, therefore, that the Government 
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trade which 
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examine the matter. 

» Will have unfortunate 
has in the past operated 
countries. This 


enance of its export trade 
est economic importance 
not fail to be taken into 


nt of india, in view of the 


close and long-standing connections between the two 
countrics. Since your office was established in 

Bast Africa, and thanks to your nost helpful attitude, 

it has been possible to solve many economic problems 

as the result of discussion. I would refer in this 
instance to such matters as the export of wattle to india, 
and problems in connection with trade involving South 


Africa. 


5. it is felt that as the result of these repres= 
entations the importance of the matter in a young and 


fast deveioping country will bd 
it is sincerely hoped that it 
Government of 4+ndia to atford 
in this most inportant matter. 


I have the nh 
Sir, 


e at once appreciated, and 
will be possible for the 


some measure of assistance 


onour to be, 


Your obedient servant, 
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for OHIEF SBEORSLARD 
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FROM THE SECRETARY OF STATE FOR THE COLONIES 


16996/77/50 
Code 
TO SINGAPORE (Sir F. Gimson) 


Sent 5th May, 1950. 13.45 hrs. 


REPLY URGENTLY REQUIRED 
No. 5 


Addressed to Governor Singapore 
Repeated to Governor Federation of 
Malaya No. 47. 


Japanese Trade Arrangement. 


G.-H.Q. state that tentative figure 
purchases of crude rubber from Malaya for 
period July 1950/dune 1951 is 34,000 metric 
tons valued at £5 million. Total requirements 
are likely to be about 48,000 tons and they 
enquire unofficially whether you could supply 
up to that amount. 


ALeata ae 7} 


Permt. U.S. of S. 
Parly. U.S. of S. 
S. of S. 


Draft 
TELEGRAM / ee . SAVINGRAM 


The word Priority may be entered here, if necessary. 


Seay ae We AUS 


Repeated to:— 


Led sre tose 


Priority :— 
Reply urgently required.> juired. 
Important. 
Immediate. 


Most Immediate. 


GH Q Koti rat Vora! Bere) 
Chude f ‘ 
hue) Saike o| CAAKD aS f Hyay peer 


} 


pentane Ly hor ceo LoL 950/ oy vay 


Ags ee ero motite own roe C12 0A 
0A LP me Rectlb belt JW - \ “1 oto 125 Let 
Ot Rtneb, Is is i, 1-8. OTO Yro 


Distribution :— 


Further action:— 


Wt. 15855/746 5M 6-48 Wa. & Co. 51/3 
Wt. 29377/790 50M 11-48 Wa, & Co, 51/3 
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F 
“A, —sRestricted 
FROM FOREIGN OFFICE TO TOKYO 


No. 252 
3rd May, 1950 D. 2.06 p.m. 3rd May, 1950 


RESTRICTED 

DRIVE 
2s 

Trade Negotiations. Ss 

Our essential preliminary consultations with other 

participants are still continuing and cannot now be completed in 

time for us to begin negotiations on May 15th. 


da. Please therefore request Supreme Commander to 
agree to postponement for about one week or ten days. We 
shall telegraph again as soon as we can to give you firm date 
on which we shall be ready. 


3. There is no change in Lingeman's plans to leave 
here on May Qth. 


8888 


*% Cypher/OTP O.N;Ci DISTRIBUTION 


FROM TOKYO TO FOREIGN OFFICE 


Sir i. Gascoigne 
No. 290 Ds 8 ond May, 1950 
Qnd May, 1950 a and May, 1950 


RESTRICTED sea 
DRIVE OF a 
A374 Your telegram No. 240. id, 


Japanese trade arrangement: South africa. 


As for as S.C.A.Ps is concerned it is a matter of 
indifference how available purchssing power is divided 
up among participants provided that he can sell over- 
all enough to pay for what he requires and can obtain 
from individual participants supplies for which he 
looks to them. 


9, Our Indian colleague informs us thet his 
Governnent will [ gp. undec. ? this year] expect to 
toke from Japan cmsicerably more than they buy but 
that he believes that Australis. will more than provide enough 
extra purchasing power for this. He does not think 
that in principle Indian Government would raise any 
objection to a substantial excess of South africa's 
imports over exports. Our Australian colleague, 
whilst he is as yet without instructions from his 
Governnent, believes that though Australia will want 
to take more from Japan next year than tiicy have this, 
they will nevertheless still expect to accrue 4 substantial 
surplus, and does not expect that there would be any 
objection to some of this being absorbed by South africa. 


3, The figure of £20 million quoted in your 
telegrom is entirely incredible and we presume we are 


not intended t> take it seriously. 


JIIJSI 


gy 


Cypher/OTP BOARD OF TRADE DISTRIBUTION 
FROM TOKYO TO BOARD OF TRADE 


Despatched 9,24 aom. 2dth April 1950 
Received 1lOe46 asm. 28th April 1950 


Six he Gascoigne, 
NO. 105 CREDA 
0th April, 19506. 


CONFIDENTTAL 
Your letter CRE, 2697/48 of March 20th, Japanese rayon Industry. 


Before preparing a memorandum to General Headquarters based on terms 
outlined by Courtaulds we should like to see Courtauld's letter to you 
referred to in paragraph 1 and paragraph 2 of your letter CRT.2697/48 of 
January. 26th not enclosed therein, 

a” 

Also we find it difficult to reconcile paragraph 4 of Courtaulds' 
letter to you of March 15th with paragraph 23 of Textiles Committee's report, 
nor can we find anything in the report to bear out the statements made by 
Wheldon, We must be quite sure of our brief before we approach General 
Headquarters, 
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DRIVE 70 TOKYO 


PRIORITY 
CONFIDENTIAL 


Your 273 Drive paragraph 4. 

The fact that SCAP will no longer have a record of 
validated contracts is surely no reason why the trade plan 
figures should not represent estimates of the orders which 
are, in fact, to be placed by both parties during the year. 
On the basis of .these figures both parties can proceed 
without difficulty to the administrative measures necessary 
to implement them and will be able, in most cases, to 
check subsequently on the implementation, -®ach from their 
own side. 

2. We agree (a) that it will no longer be possible 
to make a comparison in Tokyo of the trade plan figures 
with comparable figures of the actual outturn; and 

(b) That if a payments basis were used, it would 
still theotetically be possible to determine the correct 


import licensing policy to implement the trade plen. 


3e As regards 2(a) we do not feel that the ability to 
compare actual payments (if complete bank returns are 
available as planned) with expected payments, would be 
particularly advantageous from the point of view of deciding 
on changes of licensing policy. On 2(b) we prefersa 


contracts basis because (a) there is a relatively direct 


“eonnection between this basis and licensing policy; 


(b) there is, therefore, a tignter and more uniform control 
over purchases throughout the sterling area; (c) it 
obviates the need to bother about “carry-overs",. 

Le Discussion of this subject is difficult by telegram, 
but Lingeman will be able to give a fuller account of our 


/views 


views and we are particular anxious to know if you 
had anything more in mind than is indicated in 
paragraph 2(a) above, in saying that "basis’” contracts 
placed is en impossible one". It would be helpful 


if you could send a quick reply on this point. 


cs] Telegrams marked CYPHER (TYPEX) must first be paraphrased if communicated 
to persons outside British or United States Government Services ; telegrams marked 
CYPHER (SIMPLEX) should be paraphrased where possible. 


Any telegraphic retransmission of a cypher telegram marked other than 0O.T.P. 
oe must be in a One Time System. 


Inward Telegram to Commonwealth Relations Office 


ALLOTTED TO ECONOMIC IV DEPT. 


CYPHER (SIMPLEX) _ 
FROM: NEW ZEALAND (GOVT. ) 


RPTD: NEW ND GOVT. TRADE REPRESENTATIVE 
TOKYO 


De Wellington, Nil hours, 2nd May; 1950 
Re 07-40 hours, 2nd May, 1950 


N Oe 


Addressed Commonwealth Relations 
repeated New Zealand Government Trade Represen 
Tokyo Noe 168, 


Your No. 40. 


MENT WITH JAPAN 
swyade between New Zealand and Japan 
that an arrangment involving 

by purchases which included inessential 
undesirable. However, before 
itude on the lines suggested for the 
we would like opportunity of 
ther sterling area participantsSe 


w 


, 
is concerned we agre 
the matching of 
commodities 
formulating final 
arrangement as a wt 
considering views 
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Foreign Office Mre FeHe Crowther 
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